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General 
PRC: Jiang Zemin on Sino-U.S. Ties; Calls For 
Increasi: Trust 


OW2706043796 Beijing ZHONGGUO XINWEN SHE 
in Chinese 1514 GMT 26 Jun 96 


(FBIS Translated Text) Madrid, 26 Jun (ZHONGGUO 
XINWEN SHE) —On 26 Jun, during an interview with 
the Spanish newspaper EL PAIS, Chinese President 
Jiang Zemin said that China resolutely opposes hege- 
monism and power politics in any form, and China will 
never seek hegemony and will never turn itself into a 
superpower. 

When discussing the Nansha [Spratly] Islands issue, 
Jiang Zemin said that China has indisputable sover- 
eignty over the Nansha Islands and nearby water areas. 
It was not until the 1970's that some countries began 
‘to make territorial claims over China's Nansha Islands. 
Jiang Zemin said: China holds that the disputes can be 
settled through peaceful negotiations, and if conditions 
for talks are not ready, the disputes may be shelved and 
joint development may be carried out. He said: In past 
years, with the joint efforts of China and other countries 
concerned, the situation in the South China Sea has been 
comparatively stable, and there is no such problem as 
dangerous situations. 


When asked about whether or not China wants to 
become a superpower and compete with Britain, Russia, 
and Japan, Jiang Zemin said: Even if China greatly 
increases its comprehensive national strength in the 
future, we will still constantly pursue the principles 
of mutual respect for each other's sovereignty and 
territorial integrity, non-aggression, non-interference in 
eacn other's internal affairs, equality and mutual benefit, 
and peaceful coexistence in our foreign relations, and 
will make efforts to maintain and develop friendship and 
cooperation with all countries of the world, including the 
United States, Russia, and Japan, on the basis of these 
p. neiples. 

When discussing Sino-U.S. relations, Jiang Zemin said 
oe oe and the United States should “increase 
reduce troubles, develop cooperation, and avert 
frontation” (zeng jia xin ren jian shao ma fan fan 
zhan he zuo bu gao dui kang 1073 0502 0207 0117 
8096 1421 7892 3565 4099 1455 0678 0155 0008 2269 
1417 2123]. 


Jiang Zemin said: We have taken notice of some 
positive signals with regard to Sino-U'S. relations made 
by U.S. leaders recently. I believe that as long as 
both sides give priority to the fundamental interests 
of both countries and both peoples, treat and tackle 
bilateral relations from a strategic height and long-term 
perspective, China and the United States will be able to 
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overcome differences and frictions over certain issues 
and put bilateral relations on the track of normal and 
healthy development. 


When discussing Sino-European relations, Jiang Zemin 
said: China's efforts to develop relations with European 
countries and the European Union are based on the 
needs of both sides and are not aimed at any third party. 
Chi ia attaches importance to the status and role of the 
European Union and its members in international affairs, 
and holds that strengthening Sino-European cooperaticn 
is in line with the fundamental interests of both sides, 
and is also favorable to the world’s peace, stability, and 


development. 


PRC: Further on Jiang Zemin Interview — Taiwan 
Relations 


OW2606231196 Beijing XINHUA in English 
1954 GMT 26 Jun 96 


[FBIS Transcribed Text] Madrid, June 26 (XINHUA) 
— Chinese President Jiang Zemin said here today 
that leaders from both sides of the Taiwan Strait can 
exchange views on issues of mutual concern, “under 
the precondition of one China." 


In an interview with the Spanish newspaper "E] Pais 
(The Country),” Jiang said: “I had declared that we 
welcome leaders of the Taiwan authorities to visit the 
mainland in proper capacities and we are also willing 
to accept the invitation of the Taiwan side and go to 
Taiwan.” 


"This principled stand of ours remain unchanged,” said 
Jiang, who arrived here Monday [24 June] on a four- 
day state visit to Spain. 


The Chinese President added that only so can the 
meeting between leaders from both sides of the Taiwan 
Strait bear substantive meanings. 


He said that opening negotiations for peaceful unifica- 
tion is “our long-held position,” adding that he proposed 
such negotiations on behalf of the the Chinese Commu- 
nist Party and the central government on January 30, 
1995. 


"I proposed that as the first step, the two sides can hold 
negotiations on officially ending hostilities under the 
principle of one China and reach an agreement,” he said. 


On this basis, he said, both sides commit themselves to 
defending China's sovereignty and territorial integrity 
and making plans for the development of their relations 
in the future. 


Jiang said that Taiwan is an inalienable part of the 
Chinese territory, and it is an enurely domestic affair 
of China to settle the Taiwan issue. 


is report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copynght owners 
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"We have insisted on solving the Taiwan issue in light of 
the basic policy of peaceful unification and one country, 
iwo systems,” he noted. 


"We don't commit ourselves to renouncing the use of 
force, which is not directed against the Taiwan people, 
but against foreign interventions and separatist attempts 
on the Taiwan island,” he pointed out. 


"We have to wait and see what the attitude of the Taiwan 
authorities actually is,” he added. 


PRC: More on Jiang Zemin on Taiwan, Macao, 
Hong Kong Issues 

OW2706045596 Beijing ZHONGGUO XINWEN SHE 
in Chinese 1510 GMT 26 Jun 96 


[By reporter Peng Weixiang (1756 0251 6116): “Jiang 
in Discusses Taiwan, Macao, and Hong Kong 
Issues”} 


(FBIS Translated Text) Madrid, 26 June (ZXS) — Dur- 
ing a 26 June interview with the Spanish newspaper EL 
PAIS, President Jiang Zemin discussed issues concern- 
ing Taiwan and Hong Kong. 


Jiang Zemin said: Opening negotiations on peaceful re- 
unification of the two sides of the Strait has been our 
consistent stand [yi guan zhu zhang 0001 6306 0031 
1728}. As the first step, the two sides can hold negoti- 
ations on “officially ending hostilities on both sides of 
the Strait under the one China principle” and reach an 
agreement. On this basis, both sides commit themselves 
to defending China's sovereignty and territorial integrity 
and making plans for the development of their relations 
in the future. 


He said: We welcome leaders of the Taiwan authorities 
to visit the mainland in proper capacities (shi dang shen 
fen 6624 3981 6500 0118] and we are also willing 
to accept the invitation of the Taiwan side and go 
to Taiwan. Leaders from both sides of the Strait can 
exchange views on issues of mutual concern, of course, 
including the various issues with which the Taiwan 
authorities are concerned, “under the precondition of 
one China.” Jiang Zemin stressed: This principled stand 
of ours remains unchanged. Only so can the meeting 
between both sides of the Strait bear substantive [shi zhi 
1395 6347] meanings. We have to wait and see what 
the attitude of the Taiwan authorities is. 


When asked about the question of whether or not force 
would be used against Taiwan, Jiang Zemin said: It is 
an entirely domestic affair of China to settle the Taiwan 
issue. We have insisted on solving the Taiwan issue in 
light of the basic policy of “peaceful reunification and 
one country, two systems.” We do not commit ourselves 
to renouncing the use of force, which is directed against 
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foreign interventions and separatist attempts on the 
Taiwan island. 


On the Hong Kong issue, Jiang Zemin stressed: Mat- 
ters in Hong Kong's transition period involving and 
straddling 1997 call for Sino-British consultations and 
conclusion of unanimity. In the absence of unanimity 
reached by the Chinese and British sides, any unilat- 
eral action to make major changes in Hong Kong's 
Current political structure is in contravention with the 
Sino-British Joint Declaration, the principle of conver- 
gence with the Basic Law, and the agreements and un- 
derstandings reached between the Chinese and British 
sides. Jiang Zemin hoped that the British side would 
adopt a realistic and constructive [xian shi he jian she 
xing 3807 1395 0735 1696 60801840) attitude and bet- 
ter cooperate with the Chinese side. 


Jiang Zemin pointed out: After resuming suvereignty 
over Hong Kong, the Chinese government will act in 
strict accordance with the Basic Law, which constitutes 
an important guarantee for safeguarding Hong Kong and 
its long-term prosperity and stability. 


PRC: Jiang Zemin Calls For Constructive Hong 
Kong Stance by UK 

OW2706031596 Beijing XINHUA in English 

0256 GMT 27 Jun 96 


(FBIS Transcribed Text} Madrid, June 26 (XINHUA) — 
Chinese President Jiang Zemin today urged Britain to 
take a realistic and constructive position and cooperate 
with China on the issue of Hong Kong. 


In an exclusive interview with E/ Pais, one of the most 
influential newspapers in Spain, the Chinese president, 
who is paying a state visit to Spain, said that all issues 
concerning Hong Kong's transition period must be 
discussed and agreed between the Chinese and British 
sides in line with the Sino-British Joint Declaration. 


Hong Kong will return to China's sovereignty on July 
1, 1997. 


“Any unilateral action to make substantial changes of 
the current political system in Hong Kong without 
an agreement between the two sides runs counter 
to the joint declaration, the principle of dovetailing 
with the Basic Law and related agreements and the 
understandings reached between China and Britain,” 
Jiang said. 

“There is only a year left before China resumes the 
exercise of sovereignty over Hong Kong, so | hope the 
British side will take a realistic and constructive stance 
and strengthen cooperation with the Chinese side,” he 
added. 


is report may contain copynghted maternal. Copying and dissemination 
is prohibited without permission of the copynght owners. 


FBIS-CHI-96-125 
27 June 1996 


Jiang said the Chinese government, after resuming the 
exercise of sovereignty over Hong Kong, will pursue 
the policies of “one country, two systems", "Hong 
Kong ruled by Hong Kong people” and “high-degree 
autonomy” in Hong Kong. 


The Chinese government will strictly abide by the 
Basic Law and guarantee law and order and long-term 
prosperity and stability in Hong Kong, Jiang added. 


Jiang arrived in Madrid on Monday [24 June] for a four- 
day state visit to Spain. He will leave for Oslo, Norway, 
on Thursday to continue his six-nation European and 
central Asian tour. 


PRC: Jiang Zemin Speaks With Spanish Paper on 
Sino-U.S. Ties 

OW2606231096 Beijing XINHUA in English 

1834 GMT 26 Jun 96 


{FBIS Transcribed Text} Madrid, June 26 (XINHUA) — 
Visiting Chinese President Jiang Zemin said here today 
that maintaining healthy and stable relations between 
China and the U.S. has great significance on peace, 
stability and prosperity in the Asian-Pacific region and 
the world as a whole. 


In an interview with the Spanish newspaper E] Pais (The 
Country) this morning, Jiang said this is because China 
and the U.S. are big countries and permanent members 
of the UN Security Council. 


Jiang is on a four-day state visit to Spain at the invitation 
of King Juan Carlos I. 


"I proposed, as carly as in 1992, that China and the 
U.S. should increase trust, reduce troubles, dev:lop 
cooperation and avert confrontation,” Jiang said during 
the interview. 

"This remains to be our basic policy in handling Sino- 
U.S. relations,” he said. 


The key to healthy and stable Sino-U.S. relations is 
adherence to the principles enthroned in the three Sino- 
U.S. joint communiques, especially the principles of 
mutual respect for sovereignty and territorial integrity 
and non-interference in each other's internal affairs, the 
proper handling of the Taiwan issue, and the proper 
handling of every single problem in bilateral relations 
in the spirit of mutual respect and consultation on equal 
footing, Jiang pointed out. 

Jiang said he has taken notice of some positive signals 
with regard to Sino-U.S. relations made by U.S. leaders 
recently. 

“I believe that as long as both sides give priority to 
the fundamental interests of the two countries and the 
two peoples, treat and tackle bilateral relations from a 
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Strategic height and long-term perspective, China and 
the U.S. can overcome differences and frictions and 
put bilateral relations on track of normal and healthy 
development,” Jiang emphasized. 


PRC: More on Jiang Zemin Interview — Opposing 
Hegemonism 

OW2606231696 Beijing XINHUA in English 

2217 GMT 26 Jun 96 


{[FBIS Transcribed Text] Madrid, June 26 (XINHUA) 
— Chinese President Jiang Zemin reiterated here today 
that China will never seek hegemonism and will never 
become a superpower. 


"We resolutely oppose hegemonism and power politics 
in any form,” Jiang said during an interview with the 
Spanish newspaper El Pais (The Country). 


The Chinese president arrived here Monday on a four- 
day state visit to Spain at the invitation of King Juan 
Carlos I. 


In the interview today, Jiang said that even if China's 
comprehensive national strength becomes much 
stronger in the future, it will adhere unremitiingly to 
the principles of mutual respect for sovereignty and 
territorial integrity, non-aggression, non- interference 
in each other's internal affairs, equality and mutual 
benefit, and peaceful coexistence. 


“We will make efforts, on the basis of these principles, 
to maintain and develop friendly and cooperative rela- 
tions with other countries, including the U.S., Russia 
and Japan,” the president said. 


On the issue of the Nansha [Spratly] Islands in the 
South China Sea, Jiang said that China has indisputable 
sovereignty over the Nansha islands and nearby water 
areas. 


It was not until the 1970s that some littoral countries 
began to make territorial claims over the Nansha islands, 
Jiang pointed out. 


“We hold that disputes can be settled through peaceful 
negotiations, and if conditions for talks are not ready, 
we can shelve Jisputes and carry out joint development,” 
he said. 

With the joint efforts of China and countries concerned 
in recent years, the situations in the South China Sea 
have been comparatively stable and there is no such 


problem as dangerous situations. 


Spain is the first leg of Jians, s six European and central 
Asian nation tour, which will also take him to Norway, 
Romania, Uzbekistan, Kyrgyzstan and Kazakhstan. 


nao 
is prohibited without permission of the copyright owners. 
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PRC: Jiang Interview — State-Owned Enterprises 
Not To Privatize 

OW2606232296 Beijing XINHUA in English 

1908 GMT 26 Jun 96 


{FBIS Transcribed Text] Madrid, June 26 (XINHUA) 
— Chinese President Jiang Zemin said here today that 
China will not privatize its state-owned enternrises. 
Concerning the ownership system, China will keep pub- 
lic ownership system as the mainstay of the economy 
while letting diversified economic elements to develop 
concurrently, Jiang said in an interview with E] Pais, 
the most influential newspaper in Spain. 

“Private ownership economy is but a necessary supple- 
meant to the socialist economy,” he underlined. 


Jiang arrived in Madrid on Monday [24 June} for a four- 
day state visit to Spain with the purpose of strengthening 
political and economic ties with this southern European 
country. 


The president said China's reform and opening-up are 
aimed at building socialism with Chinese characteristics 
and developing socialist market economy. 


Talking about China's economic policies, Jiang said 
opening up and reform are a basic policy of China, 
which has already achieved remarkable results. 


Over the past five years, China's accumulated import 
and export rose to more than | trillion U.S. dollars, 
he said, adding China will open wider to the rest of 
the world and make full use of domestic and foreign 
resources and markets. 


"We will gradually open the sectors of finance, business, 
tourism and services, to meet the demand of reform and 
development,” he said. 

He also emphasized that the central government will use 
economic, legal and necessary administrative levers (o 
strengthen macro- control over the national economy to 
ensure its rapid and healthy development. 


PRC: Jiang Zemin m Ties With U.S., Europe, 
Taiwan 


OW2706055096 Beijing XINHUA Hong Kong Service 
in Chinese 1657 GMT 26 Jun 96 


(FBIS Translated Text] Madrid, 26 Jun (XINHUA) — 
On 26 June, visiting Chinese President Jiang Zemin 
was interviewed by the Spanish newspaper EL PAIS, 
during which he answered questions about Sino-Spanish 
relations, Sino-U.S. relations, and China's opening-up to 
the outside world. 

When discussing Sino-Spanish relations, Jiang Zemin 
said: Since China and Spain established diplomatic re- 
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lations in 1973, bilateral friendly and cooperative rela- 
tions in the political, economic, and cultural fields have 
been developing smoothly; the frequent exchange of vis- 
its by leaders of the two countries have further pro- 
moted the continuous development of bilateral friendly 
and cooperative relationship. In the past years, bilateral 
economic and trade cooperation developed rapidly. In 
1995, the volume of bilateral trade nearly reached $1.9 
billion. Scientific and technological cooperation projects 
between the two countries are also increasing. The two 
economies are strongly complementary, and there is a 
great potential for further development. 


He said: China attaches great importance to developing 
friendship and cooperation with Spain. China and Spain 
share identical or similar viewpoints and positions on 
many major international issues. Swrengthening bilateral 
friendship and cooperation is in the interest of both 
countries and is also in the interest of the world’s peace, 
stability, and development. Jiang Z emin said that he 
believed that with the joint efforts of both sides, the 
friendship and cooperation between China and Spain 
would certainly extend healthily and smoothly into the 
21st century. 


Concerning Sino-U.S. relations, Jiang Zemin said: 
“Both being large countries and permanent members of 
the UN Security Council, China and the United States 
should maintain healthy and stable relations, and this is 
of great significance for peace, stability, and prosperity 
in the Asia-Pacific region and in the world as a whole. | 
proposed, as early as in 1992, that China and the United 
States should ‘increase trust, reduce troubles, develop 
cooperation, and avert confrontation.” This remains our 
basic policy for handling Sino-U.S. relations.” 


Jiang Zemin stressed that the key to the healthy and sta- 
ble development of Sino-U.S. relations lies in observing 
the principles specified by the three Sino-U.S. joint com- 
muniques, especially the principles of mutual respect for 
sovereigaty and territorial integrity and non-interference 
in each other's internal affairs, properly handling of the 
Taiwan issue, and the proper handling of every single 
problem in bilateral relations in the spirit of mutual re- 
spect and consultation on an equal footing. 


Jiang Zemin said: “I have taken notice of some positive 
signals with regard to Sino-U_S. relations recently made 
by U.S. leaders. I believe that as long as both sides give 
priority to the fundamental interests of both countries 
and both peoples, treat and tackle bilateral relations 
from a strategic height and long-term perspective, 
China and the United States will be able to overcome 
differences and frictions over certain issues and put 
bilateral relations on the track of normal and healthy 


development.” 


% report may contain copynghted matenal Copying and dissemination 
ts prohubited without permission of the copyright owners. 
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Asked whether or not China would adopt a policy of 
moving closer to Europe, Jiang Zemin said: China's 
efforts to develop relations with European countries and 
the European Union are based on the needs of both 
sides and are not aimed at a third party. China attaches 
importance to the status and role of the Eurcpean 
Union and its members in international affairs, and 


and is also favorable to the world’s peace, stability, and 
development. He said: “We are glad to see that in recent 
years, Sino-European relations have been continuously 
improving and developing.” 

When discussing China's opening-up policy, Jiang 
Zemin said: Opening up to the outside world is China's 
five years, China’s total import 
volume exceeded $1,000 billion, and China 
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ownership system is concerned, China will maintain the 
structure with public ownership as the mainstay and 
with the common development of a variety of economic 
elements. The private economy will just be a necessary 
supplement to the socialist economy. 


When asked if China's rapid economic development 
would lead to loss of the state's cultural heritage and ira- 
ditional and unique lifestyles, Jiang Zemin said: In the 
course of economic construction, the central government 
has always used economic and legal means and neces- 
sary administrative fiats to strengthen macroregulation 
and control of the national economy so that China's 
economy will move ahead along the track of sustained, 
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rapid, and healthy development. He said: "We have 
persisted in educating end arming the people with the 
Deng Xiaoping theory of building socialism with Chi- 
nese characteristics; conducted ideological educs.. on in 
patriotism, collectivism, and socialism in an extensive 
way; and continuously enhanced the coerciveness and 
creativity of the people of all nationalities.” 


Jiang Zemin said: “When it comes to the Chinese na- 
tion’s fine traditions and virtues that have taken shape 
over the last several thousand years, we have inherited 
and developed them through the course of our revo- 
lution, construction, or reform, and at the same time, 
we have also placed great stress on actively absorb- 
ing foreign countries’ fine cultural achievements. We 
adopted an attitude of “selecting the essence and dis- 
carding the dross” toward China's and other countries’ 
cultural -heritages so as to promote the development of 
our country’s socialist spiritual civilization and the for- 
mation and preservation by people of a scientific, civi- 
lized, and healthy lifestyle.” 


When discussing the cross-strait relations issue, Jiang 
Zemin said: “Opening negotiations on peaceful reunifi- 
cation of the two sides of the Strait has been our consis- 
tent stand [yi guan zhu zhang 0001 6306 0031 1728]. On 
30 January 1995, on behalf of the CPC and central gov- 
ernment, I again solemnly proposed opening such nego- 
tiations, and as the first step, the two sides can hold ne- 
gotiations on “officially ending hostilities on both sides 
of the Strait under the one-China principle" and reach 
an agreement. On this basis, both sides commit them- 
selves to defending China's sovereignty and territorial 
integrity and making plans for the development of their 
relations in the future.” 


Jiang Zemin said: “I have stated that we welcome 
leaders of the Taiwan authorities to visit the mainland in 
proper capacities and we are also willing to accept the 
invitation of the Taiwan side and go to Taiwan. Leaders 
from both sides of the Strait can exchange views on 
issues of mutual concern, which of course, include the 
various issues with which the Taiwan authorities are 
concerned, “under the precondition of one China.” This 
principled stand of ours remains unchanged. Only so 
can the meeting between both sides of the Strait bear 
substantive [shi zhi 1395 6347] meanings. We have to 
wait and see what the attitude of the Taiwan authorities 
actually is.” 


is report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 
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PRC: Column on Blast in Saudi Arabia, U.S. Fears 


HK2706082696 Hon, Kong TA KUNG PAO 
in Chinese 27 Jun 96 p a3 


{"Political Talk” Column by Shih Chun-yu (2457 0689 
3768): “Fierce Blast in Saudi Arabia and the Secret 
Worry of the United States”) 


|” TS Translated Text for FBIS) A fierce biast in Saudi 
Arabia has shaken the world. A truck bomb, wuich 
was estimated to have carried 2.5 tons of explosive, 
penetrated a heavily guarded U.S. air base, killing and 
injuring more than 400 people. This was one of the most 
shocking ‘«rrorist attacks in the world of recent years. 
h occurred in the Middle East, which has recently been 
experiencing turbulence. This has attracted people's 
attentioa ‘iurther to the changes in the situation in this 
region, which is related to the stability of the world 
situation. 


Guarding Against Intensification of Extremist 
Mentality 


Another attack also occurred in the Middle East yes- 
terday. Palestinian terrorists [as published] ambushed 
Israeli soldiers on patrol on the west bank of the Jor- 
dan River, killing three. The i:.cident occurred following 
ihe establishment of a hawkish new government in Is- 
rael, and the convening of the Arab summit. People are 
worried about the possibility that this might show the 
despair of the Palestinian extremist organizations, and 
ee | ee 
dissatisfaction through violence 


In addition, yesterday the Egyptian Government an- 


that to win the Jewish vote, the Clinton administration 
does not dare take any action against Nethanyahu, who 
has undermined the Middle East peace process. It is 
only playing a peacemaker role, and urging the Arabs 
to face reality squarely. Instead of benefiting peace in 
the Middie East, such a practice only triggers greater 
resistance by the Arab extremists. 


‘the strong blast at Dhahran was the continuation of 
the bomb attack on the training bare for U.S. troops 
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in Riyadh in November last year. It is still unknown 
whether the two incidents involved the same group; but 
the attackers bear the same hatred toward U.S. troops. 
The second attack was even stronger. 


It is appropriate to say that such incidents were bound to 
happen in Saudi Arabia sooner or later. This is been the 
result of the conflict between the pro-Western foreign 
policy of Saudi Arabia and the very conservative society 
in the country. 


Saudi Arabia's diplomatic line has historical, geograph- 
ical and political origins. The Gulf crisis in 1990, in 
which Irag outrageously invaded Kuwait, compelled the 
Saudi royal family to take the road of putting its fate 
in the hands of the United States. It opened its doors 
and let tens of thousands of U.S. troops enter haughtily 
to fight another Arab country. This was extremely dan- 
gerous to the royal army of Saudi Arabia and the U.S. 


troops. 


What is crucial is that Saudi Arabia is the country 
with the largest religious population in the Arab world. 
ideologically, it is also the most conservative country. 
Several hundred people died or were injured in the 
Grand Mosque accident in 1979. This reflected the 
characteristics of the social structure of the country. A 
conservative religious ideology and anti-U.S. national 
sentiments have triggered a series of incidents of attacks 
on U.S. troops. 


The Worries of the U.S. Defense Department 


After the attack last year, some Saudi officials said: "We 
were (00 lenient with these (religious extremist) organi- 
zations. If we fail to suppress these illegal organizations 
severely following this incident, serious problems might 
occur.” 


Last month, Saudi Arabia executed four of the criminals 
involved. The U.S. Embassy was immediately threat- 
ened with attack. Yesterday, a catastrophe did occur as 


expected. 


It has been learned that according to a report issued 
by the U.S. Defense Depariment, U.S. interests in the 
Middle East have been affected by the unstable political 
situations in some of the major countries in the region. 
The department is worried about drastic changes in 
the political situation in countries like Saudi Arabia, 
Bahrain, and others, and even the emergence of hostile 
regimes in them. This would weaken the U.S. key role 
and its capacity for military operations in the region. 
Yesterday's strong blasi has shown that such wornes 


are not groundless. 
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Political & Social 
PRC: Senior Official Emphasizes Grass-Roots 
Party Organizations 
OW2606143096 Beijing XINHUA in English 
1355 GMT 26 Jun 96 


{FBIS Transcribed Text] Changchun, June 26 (XIN- 
HUA) — Efforts must be made to build up the Com- 
munist Party of China in order to meet China's 21st 
century goals, a senior party official said here today. 


The remarks came from Hu Jintao, a member of the 
Standing Committee of the Political Bureau of the CPC 
Central Committee, who toured Jilin, Changchun, and 
several other cities in northeast China's Jilin Province 
from July 21 to 26. : 

After touring Jilin Petrochemical and the No.1 Automo- 
bile Manufacturing Works, two large state-owned firms, 
Hu said that enterprise reforms can not get away from 
building up the party’s grass-roots organizations. 

“We must not deviate from the politically central role 
of the party organizations,” Hu pointed out. 


In Dehui City, Hu said that the party’s grass-roots 
Organizations in rural areas must center on developing 
the rural economy and helping farmers have a relatively 
comfortable life. 


"We must do a good job in improving the quality 
of party members and recruiting new party members 
among young farmers,” he said. “Efforts must be made 
to increase the rallying power of the party organizations 
among the masses and improve their capacity to serve 
the masses.” 

In Jilin, Hu urged party leaders at all levels to fully 
understand the long-term nature and the difficulty, as 
well as the complexity of the fight against crime. 

“We should take full advantage of the current favorable 
circumstances and consolidate the party's grass-roots 
organizations so as to improve public security,” Hu said. 


He also emphasized the importance of training and 
promoting young, capable cadres. 

“Young cadres should be tempered in the grass-roots 
areas, in places where hardship and difficulties abound 
and in places where they are badly needed by the party 
ard the masses,” Hu said. 


*PRC: Current Chimese Value System Surveyed 


96CM0361A Beijing DAXUESHENG [UNIVERSITY 
STUDENTS] in Chinese 10 Apr 96 No 4, pp 49-50 


{Report on poll questionnaire; edited by Xiao 
Yang (2556 2799) (An abridgment of an article 
in YANGCHENG WANBAO entitled “The Cultural 
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Mind-set of the New Age Chinese” by Jing Huaibin 
(2529 2037 2430).) : “Ten Questions on the Chinese 
Mind-set” } 

{FBIS Translated Text} The Guangdong Society for the 
Advancement of Chinese Civilization and the Guang- 
dong Forum on the Cohesion of the Chinese Nation re- 
cently conducted a large-scale poll by questionnaire of 
Chinese city dwellers. Its results show the basic trends 
in the current cultural mind-set of Chinese people. 


1. What Are the Most Important Things in Life? 


In declining order of importance: Physical health, men- 
tal health, good moral character, defense of national in- 
terests, family and marital [domestic] happiness, per- 
sonal job success, making an outstanding contribution 
to socjety, money, material ease and comfort, and offi- 
Cial position. 

Interpretation: 1) Chinese are concerned first about their 
health; 2) Good moral character remains in a crucial 
position as to life pursuit, with the national awareness 
being strong; 3) Money and material ease and comfort 
are certainly not most important in people's minds; 4) 
The official mind-set is way down; 5) Chinese have 
little desire for success, which is unsuited to social 
development. 


2. What Are Your Motivations in the Pursuit of 
Job Success? 


Taking 1.00 as the highest value of the desire for 
success, the various motivations are graded as: “To 
realize one’s own life values” — 0.84; “To contribute to 
society” — 0.83; “To obtain material benefit" — 0.64; 
“To compete with others, displaying one’s own talents” 
— 0.57; “For parents” — 0.53; “To bring honor to one's 
ancestors” - - 0.43. 


Interpretation: 1) The traditional cultural pursuits of 
“cultivating moral character, family togetherness, a well 
run country, and a peaceful world” are still important to 
the modern generation; 2) Personal and social success 
motives are synchronized and integrated; 3) Material 
desires that used to be hard to even talk about have 
become one of the motivations for success; 4) Family 
honor has become a secondary motivation. 


3. What Things Are Hardest To Eadure? 


Of common public matters, the most unendurabie is 
corruption, followed by environmental pollution, unjust 
social distribution (of wealth], rising prices, and reforms 
that involve ones’ own interests. 


Of personal social matters, the most unendurable are 
in descending order: Children having accidents, the 
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death of a spouse, being fired by one’s work unit, 
divorce, husband and wife living apari, tense relations 
with leaders or colleagues, personal injury or illness, 
competitive pressure at work, and retirement. 


Interpretation: 1) The government needs to emphasize 
control of corruption and environmental pollution; 2) 
There is a greater endurance of and psychological iden- 
tification with reform; 3) In contrast to a similar public 
opinion poll of Americans, Chinese rank “being fired by 
one’s work unit” third, while Americans rank it ninth, 
showing that Chinese remain very psychologically de- 
pendent on government. 


4. Are You Inclined Toward Western Values? 


As to certain matters involving social progress, rational 
operations, and efficiency, Chinese values are starting 
to have Western leanings. For instance, ‘face’ is hav- 
ing far less influence on behavior, with the principle 
of distribution according to contribution and the con- 
cept of scientific management of society both being ac- 
cepted. The Doctrine of the Mean (the Confucian golden 
mean, or middle way) is being gradually repudiated. But 
meanwhile, there is still an orientation toward traditional 
basic values such as “taking pleasure in doing good,” 
“seeing the state as supreme,” “good moral character,” 
“hard work and thrift,” and “restraint in sexual morality 
toward women.” There are obvious differences of opin- 
ion over matters such as “money” and “female chastity 


(virginity}.” 
: 1) Chinese cultural values still tend to 


significance; 3) Puture social develo »ment is likely to 
bring further change in the areas of incividual values, 
money, and gender perceptions. 


those willing to make some sacrifice at 37.6 percent, 


confidence in the goal of modernization. And while a 
wi 
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people is relatively lacking. 3) The understanding of the 
rationality of Chinese civilization is growing steadily. 


6. What Moral Qualities Do You Respect? 


These were, in declining order, keeping one’s promises, 
loyalty, honesty, diligence, a sense of family reponsibil- 
ity, a sense of job responsibility, courtesy, perseverence, 
a thirst for knowledge, preserving one’s purity, respect 
for others, frugality, a refined manner, a spirit of con- 
tribution, creativity, a sense of social responsibility, a 
sense of shame, independence, kindheartedness, toler- 
ance, patience, generosity, respect for personal privacy, 
submission, personal loyalty, dominating others, and re- 
ligious belief. 


Interpretation: 1) The Chinese pursuit of moral charac- 
ter is obviously characterized by attention to one’s own 
personal moral uplift without thought of others; 2) Cer- 
tain contradictions are expressed, for instance, personal 
responsibility is respected over social responsibility, and 
sincerity over kindheartedness, with the lack of respect 
for either independence or submission being thought- 
provoking. 


7. What About a Modern Awareness? 


Taking the maximum value for a modern awareness as 
1.00, the items over 0.9 were rule by law, respect for 
talent, human equality, and family planning, with those 
over 0.8 being political democracy, a sense of time, and 
an emphasis on efficiency, and those from 0.7-0.8 being 


personal initiative, independence, and the achievement 
of personal values, with a spirit of adventure rating 0.58. 


Interpretation: 1) The Chinese modern awareness is 
growing ever stronger, progressing faster; 2) But as 
there is still a quite conservative aspect, we need to 
make an effort to raise the awareness of creativity and 
initiative. 


8. How Do You Deal with Psychological Worries? 


When they have psychological problems, 91.6 percent 
of Chinese are likely to reconcile them on their own, 
with 89 percent likely to do so through close friends, 
84.6 percent through family members, and 4.7 percent 
through social advice agencies, while 37.3 percent 
would find it impossible to do so through social advice 
agencies. Chinese have a self-psychology reconciliation 
index of 0.86. 


Interpretation: 1) The Chinese psychological recon- 
ciliation [mental resolution] model is a self-centered 
environment-peripheral one, with a quite strong self- 
reconciliation capability, and an emphasis on close 
friends; 2) There is a lack of identification with so- 
cial advice agencies, with a neglect of the difference 


FBIS-CHI-96-525 
27 June 1996 


between mental illness and individual moral character, 
which is very harmful to mental health; 3) The dis- 
tinctive mental resolution form shows even more so the 
importance of creatifig a mental health theory and social 
advice form suited to distinct Chinese characteristics. 


9. What Do You Tolerate Most? 


The tolerance in declining order is of killing in legiti- 
mate self- defense, dying peacefully, choosing the single 
lifestyle, induced abortion, divorce, suicide, unmarried 
cohabitation or trial marriage, riding the bus or train 
without a ticket, extramarital affairs, physical punish- 
ment of children, deliberate lies, sexual relations bef~ 
adulthood, pickpockets, sexual freedom, homosex:_-y, 
refusing to rescue someone about to die, tax eva’ or 
resistance, remarriage, disrespect for parents or . 
sneaking off after a (taxi) driver has had an accio. 
extortion and bribetaking, prostitution, visiting prosti- 
tutes, and taking drugs. 


Interpretation: 1) People are more tolerant of personal 
behavior; 2) There is particular intolerance of certain be- 
havior, showing the public moral tendency toward pos- 
itive excellence; 3) The tolerance of “dying peacefully” 
shows that the Chinese outlook on life has change? to 
a more open- minded and enlightened one, which is a 
historic advance. 


10. What Is the State of Evojution of the Chinese 
Cultural Mind-set? 


1. The traditional Chinese mode of thinking is shifting 
further toward a modern one. 


2. The awareness of matters such as law, politics, and 
family planning, which reflects in a concentrated way 
the rationality of modern social operations, is growing 
further as the level of modern scientific knowledge 
improves. 


3. Family (clan) values are tending to weaken, while 
personal values are tending to strengthen. 


4. The tendency to pluralistic success values is becom- 
ing a direction of Chinese social development. 


Lessons: We need to take a rational approach to 
traditional Chinese culture [civilization], recognizing 
hat it has both an aspect that is unsuited to modern 
development, as well as a side that contributes to 


of traditional Chinese culture can only be developed to 
their fullest premised on a society that operates more 
rationally. 
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*PRC: Wang Meng Reminisces on Former Culture 
Czar 

96CM0364A Beijing DUSHU [READING} in Chinese 
Apr 96 No 4, pp 12-16 


[Article by Wang Meng: “On Zhou Yang's Views” ] 


{FBIS Translated Text] If | am not mistaken — I have 
never been one for recording events in writing, rather 
having always relied on my memory, which often fails 
me, and for which | apologize — it was in 1983 that 
Zhou Yang [0719 2799] returned from Guangdong. As 
he had taken a fall while in Guangdong, he was suffering 
‘rom brain and speech impediments. When I went to 

‘Sit him at his home in Rongxian Lane, I ran into 
Comrade Tu Zhen [1458 3791], who was also there. 
Zhou Yang could not talk coherently by that time, with 
its thoughts being disconnected to the point of total 
disarray. And his wife, Comrade Su Lingyang [5685 
7227 2799], repeatedly coirected and even poked a little 
fun at his speech blunders. But as he was still aware of 
his condition, he frequently laughed in embarrassment, 
which was the only time I had ever seen him do so, with 
his self-effacing, unaffected, and obliging laugh being 
so vivid that it seemed more like a giggle. Upon seeing 
such a solemn, bright, and prestigious leading comrade 
in such a state due to advanced age and illness, | was 
certainly touched. 


So Tu Zhen and I did all we could to relax and console 
him. 


But as we were leaving, Comrade Tu Zhen asked 
me about a literary and ar's forum that was to be 
held at the Jingxi Guesthouse. Before I was able to 
respond, I saw that Zhou Yang had brightened up. 
And when he asked, “what forum?,” his enunciation 
was no longer indistinct, his speech impediment was 
gone, and his smile was no longer amiable and placid; 
rather, b= looked as one electrified. He had returned to 
his customary solemn, bright, and somewhat formidable 
expression of deliberation and vigilance. 


Whereupon I broke out in a laugh, urged the old fellow 
just to get well, and said there was no need for him to 
concern himself with such matters, which were naturally 
being dealt with by younger comrades. 


He then seemed to hesitate a bit before “conceding” to 
fate and relapsing back into his “giggle.” 


And as that was the last time that I saw him when he 
was still conscious, | have never been able to forget 
that unexpected glimmer in his eyes. The next time I 
saw him was in 1988 on the eve of the Fifth Literary 
and Arts Congress when I visited him in the ital in 
Beijing, along with Comrade Hu Qili ($170 0796 4539}: 
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by that time Zhou Yang had weakened over many years 
and was unconscious, able only to blink his eyes at 
the sound of his name. Bi Shumin’s (3968 3219 2404) 
novel describes such a blinking of the eyes as the last 
voluntary action of one’s life. 


As Zhou Yang had spent half a century involved in the 
various trials and tribulations of politics and literary and 
arts leadership and many literary struggles, he was able 
to immediately brace up at the very mention of the topic, 
even to the point of temporarily transcending his illness 
to call forth a spirit that would have been impossible 
for an ordinary mortal under such circumstances. This 
made a very deep impression on me. But meanwhile, my 
“worthless” self of the time even felt slightly terrified 
at how awful it was for such a great literary and arts 
"leader" to come to such a pass. 


it had been in either 1981 or 1982, at a conference 
to award prizes to novelists, that I had heard the very 
same Comrade Zhou Yang give the concluuing speech. 
Whe Comrade Zhou Yang spoke of cestain authors of 
the ae, he said that an artist has a conscience but a 
pe cian does not. He said that as to certain authors, to 
treat them as politicians was probably “unconscionable,” 
while to regard certain politicians as umbrellas for artists 
was “liberalization.” At which point, the audience broke 
into laughter. 

But Zhou Yang was quite worked up, unable to speak 
for some time. And as I was sitting in the front row, I 
could see tears in his eyes. They were real tears, not of 
the m ist and glistening type. 


He probably had really touched on some secret inner 
pain, implying that no artist could view him as an 
artist, while genuine politicians also possibly felt that 
he had become too tolerant and sentimental in his old 
age. Those who preach tolerance are often intolerant 
themselves, which is a ruthless but just experience. Once 
coming to that understanding, one is quite likely to 
succeed. 


It was on that same occasion that he also carnestly 
exhorted writers to focus on the overall situation, to 
remain free while observing the laws and regulations, 
just as in driving a car, when one has to follow the traffic 
cop's directions. He also spoke of involvement in life, 
saying that some took it as a way , in fact, to meddle 
in politics. “If you are always meddling in politics, then 
politics will also meddle with you. And while politics 
may ignore you if you meddle in it, you may be unable 
to endure it if it meddies with you.” He also spoke of 
telling the truth [re Ba Jin}, saying that such truth is 
not necessarily true, so that writers ought to set higher 
demands on what they hold to be the truth. His ardent 
efforts to defend the party leadership, the centripetal 
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{unity-seeking]} force of writers and artists, and the fine 
State of vigorous literary and arts development since 
the Third Plenary Session of the 11th CPC Central 
Committee, even going so far as to move him to tears, 
was a case of real compassion! 


It was around this time that he gave a similar speech at 
a small gathering, saying that writers should be neither 
arrogant nor indiscreet, as a writer could not necessarily 
succeed as even a County party committee secretary or 
a prefectural party committee leader. 


But he was contradicted by the still-young woman 
writer Zhang Jie [1728 3381], who immediately retorted 
sarcastically that: "So just let those party secretaries 
come and try to write novels!” 


We all felt that Zhang Jie had contradicted him too 
sharply. And moreover, Zhou Yang had been so protec- 
tively cultivating the younger generation of writers and 
artists in those years to succeed his generation. But as 
he was taken aback at the time, which was probably the 
first time in his life that he had been so contradicted by 
a young author, he broke into a laugh, saying that this 
was of course reasonable, and that more mutual under- 
Standing was always needed. 


As he was not bothered by her remarks, rather seeming 
quite pleased that day, it could only be surmised 
that he was not without admiration for Zhang Jie’s 
contradiction. 


So Zhou Yang seemed quite tolerant that time. 


But he was not so tolerant in his heyday back in the 
1960s, when he spcke against revisionism to social 
scientists, saying that nobodies could defeat bigshots. 
At that time, his ideological influence on the leadership 
was at quite a peak, with his speech as cutting as an 
unsheathed sword. The statement in his famous work 
A Great Debate on the Literary and Arts Front, which 
summed up the anti-rightist movement in literary and 
arts circles, that “individualism is the root of all evil,” 
was also cold, shining, and aggressive. 


In the fall of 1983, not long after he had been criticized 
for his “theory of socialist alienation,” I went to see 
him at his home, where he said that a leading comrade 
had told him to make a self-criticism, which had to 
‘satisfy’ both his critics and supporters, as well as 
the common reading public that knew nothing of the 
matter. To which I naturally nodded in assent. And 
while such “three satisfactions” sounded very difficult 
and fruitless, they were in fact quite learned, leaving me 
with a profound sense of just how correct and precise 
that leading comrade’s directions were, and how such 
learning was something that the pedants could never 
learn even in a lifetime. 
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At the time, as I was busy writing my series of novels 
In Ili (Xinjiang), as well as presiding over the editing 
of PEOPLE'S LITERATURE, so that my time was 
more precious than money, after speaking with him for 
about an hour, I rose to go. But Zhou Yang seemed 
disappointed, and said “stay and talk a while longer.” 
This left me very embarrassed and emotional. But time 
is so unforgiving, leaving one who had been so bright 
and dazzling in his time, who I could only look up to 
as an elder, a leader, and an authority, was this time 
nearly pleading with me to stay with him just a while 
longer. His somewhat distressed urging even reminded 
me of my father, who always pressed mc to stay a while 
longer on my every rare visit. 


Just when was it that he had started to weaken? 


I remember a meeting that | attended in early 1993, 
one chaired by Comrade Hu Qiaomu; Zhou Yang was 
already in a passive and defensive state, but strenuously 
warding off censure of the literary and arts front from 
a concerned leader, with his voice sounding old and 
hoarse. His troubles were of course far greater than we 
could see. [This does not make sense timewise.] 


But three decades previously, in 1963, Zhou had spoken 
of myself, Wang Meng, at an Expanded Session of 
the China Writer's Association, saying that: "... ...while 
Wang Meng was a rightest, we have now removed that 
label ... ... and he is still talented, so that we still need 
to help him... ... " When many of my friends first told 
me of Zhou Yang's reference to me, they all held that 
it expressed Zhou's good opinion of me, which was 
particularly “valuable” to me. 


That autumn, when I was attending a DUSHU confer- 
ence on the theme of ‘combating and preventiing revi- 
sionism’ in the Xishan Bada District, which was spon- 
sored by the China Writer's Association, | listened to 
a recording of that speech by Zhou Yang, in which his 
every word, including mannerisms and even coughs, all 
seemed quite authoritative. | listened until I was stream- 
ing with sweat, in reverence and awe, perceiving that 
the party and Comrade Zhou Yang's favor and authority 
were all most important. 


I first met Comrade Zhou Yang in the spring of 1957 
at the Zimin Hall, where | often subsequently used 
to meet with foreign guests when I was working at 
the Culture Ministry. When | was severely critiziced 
by a certain reviewer for A Young Newcomer to the 
Organization Department, | thought it over and then 
wrote Comrade Zhou Yang a letter. He subsequently 
granted me an interview. | firmly believe that | made 
a good impression on Comrade Zhou Yang during that 
discussion. At the time, as I was a deputy secretary 
of the Dongxi District Party Committee of the Beijing 
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CYL, being very familiar with the rules of the party and 
of political life, my “party member accomplishments" 
were beyond compare by ordinary young writers. And 
despite my refusal to accept such severe criticism for 
my novel, my attitude was still quite good. Comrade 
Zhou Yang was satisfied beyond words. When he saw 
how thin I was, he asked if I had TB. He tinally frowned 
and asked me: “If a young writer with a very bad attitude 
suggested that Soviet literary achievements were not 
as good after the October Revolution as before, how 
would you react?” To which I responded: “As that is a 
very complex question, needing all-out investigation and 
study to grasp the full facts, reacting to it off hand would 
be ungrounded.” This Zhou Yang was quite pleased to 
hear. 


And I believe that from that time on, he was determined 
to help me always. 


In October 1978, when the press reported that Zhou 
Yang had attended a National Day reception for the 
first time since the Cultural Revolution, I immediately 
wrote him a warm letter, to which he responded. 


So by the end of 1982, when the debate arose over 
the so- called “modern school" that was “directed” at 
“criticism of Wang [myself]," Zhou Yang's inclinations 
were particularly clear (clear to the point where even | 
was astonished as, even if such a well-positioned figure 
as he had deviated, it should not have roused such a 
storm). At a meeting to award the Mao Dun prize for 
literature, he emphasized a certain Wang’s [my] “great 
kindness,” saying things such as that it was unnecessary 
to have just one more minister at the expense of a great 
poet, he offended quite a few. And when a “reader” 
wrote a letter to a certain literary publication censuring 
Zhou's speech, the publication passed the letter on to 
Zhou to flash him the “yellow light.” Such an act had 
been quite rare for some time even if the publication 
had been under Zhou's auspices. But it also showed 
that Zhou's authority was slipping. 


Since the new age [reform and opening], Zhou Yang 
had been particularly remorseful and conscientious in 
summing up the lessons learned from the past “leftist” 
experience. Had he possibly been too much so? He often 
criticized himself, repeatedly apologizing to comrades 
who he had wrongly attacked, getting teary and blurry- 
eyed. In the very last years of his life, he paid particular 
attention to studying the matter of creative freedom, 
laying forth many indisputable views. 


Of course, there are those who have never forgiven him. 
In 1980, when I was on a speaking tour in the United 
States with Ai Qing, I often heard overseas attacks on 
Zhou Yang, about which nothing was to be done. 
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I have heard more than one elderly writer discuss his 
bearing. At the start of meetings, as he had of course 
often been on stage, he was particularly "accomplished" 
there, with his movements being solemn but graceful, 
and his mien stern but vivid. A minority nationality poet 
from Xinjiang held that Zhou Yang was a wonderful 
man, while another elderly writer from Yan'an who had 
also been attacked by him let loose a torrent of abuse 
when Zhou Yang's “accomplishments” were mentioned. 
And yet another figure of Zhou Yang's generation 
held that Zhou Yang's poise was unrivalled, with his 
imposing manner on stage being something that noone 
else could learn no matter how hard they tried. 


Still another elderly writer would never forgive Zhou 
Yang, which was understandable. Once when one of 
his subordinates reported to him on how a writer had 
attacked him at a meeting, which report I heard, Zhou 
Yang took a statesman’s stance, showing no reaction, 
and continued to study certain major issues he consid- 
ered important, treating personal attacks on himself as 
of no matter. In that respect, he obviously differed from 
those leaders or writers who were concerned only with 
old grievances and settling old scores. The words large 
and small have very interesting meanings in Chinese. 
But despite attitudes for or against Zhou Yang, he was 
always a large figure [VIP], never a small one (villain). 


Comrade Liu Mengxi [0491 1125 3305} has repeatedly 
told me about two of Comrade Zhou Yang's statements 
summing up his experience of party history after the 
Third Plenary Session of the 1 1th CPC Central Commit- 
tee, in which he said that the most fundamental lessons 
were 1) that China must not become isolated from the 
world, and 2) that we must not transcend the historic 
stages [of socialism]. 


Mr. Liu held those concise but comprehensive state- 
ments to be excellent, as I do also. But regrettably, | 
did not hear them in person. 


PRC: Correction to Crime and Punishment in PRC 
for 1-14 Jume 1996 


WA27061 22896 


The following correction pertains to the item headlined 
"Crime and Punishment in PRC for 1-14 June 1996,” 
published in the 17 June China DAILY REPORT, pages 
32-33: 


Page 33, column one, last paragraph. sentence two 
continued in column two should read: ...23.3 kg of 
caffeine, two military... (changing cocaine to caffeine). 
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PRC: Correction to Crime and Punishment in PRC 
WA2706122696 


The following correction pertains to the item headlined 
“Crime and Punishment in PRC,” published in the 11 
June China DAILY REPORT, pages 14-16: 


Page 14, column two, paragraph eight, sentence one 
should read: ...seizure of 100 kg of caffeine, a Dongfeng 
brand... (changing cocaine to caffeine). 
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PRC: Commentator Boosts Revolutionary Outlook 
on Life 


HK2506020596 Beijing JIEFANGJUN BAO 
in Chinese 24 May 9 pl 


{Commentator’s article: "Long-Term Adherence Will 
Eventually Yield Good Results”) 


(PTS Translated Text for FBIS} We have all along at- 
tached great importance to education on a revolution- 
ary Outlook on life as a basic content of the army’s 
ideological and political education. How can we more 
effectively and fruitfully carry out education on a rev- 
olutionary outlook on life under the new circumstances 
of reform, opening up, and building a socialist market 
economy? Changsha Engineering Academy has created 
some successful experiences for us in this regard. The 
academy's most enlightening experience is: Long-term 
adherence will eventually yield good results. 


Outlook on life serves not only as the basic princi- 
ple governing a person but also as the “main switch" 
governing one’s mind and behavior. Properly resolv- 
ing issues like world outlook and outlook on life is 
the key to enhancing ideological and political building 
and improving ideological and political quality of the 
broad masses of officers and soldiers. Since last year, 
all units have carried out in an in-depth manner four 
educations centering on education on a revolutionary 
outiook on life in accordance with a series of instruc- 
tions issued by Central Military Commission Chairman 
Jiang Zemin, and the have already achieved fruitful re- 
sults in this connection. Nevertheless, we should under- 
stand that cultivating an outlook on life is a long-term 
process that cannot be completed by one or two rounds 
of education. Since units themselves are constantly ir- 
culating collectives with constantly changing members, 
we have to frequently and persistently carry out, out- 
look on life education. Only by adhering to education 
on outlook on life for a long time to come will we be 
able to score fruitful results in this regard. The experi- 
ences summarized by Changsha Engineering Academy 
and some other units have fully borne out this. 


pee . “hted a 2 
is prohibited without permission of the copynght owners. 


FBIS-CHI-96-125 
27 June 1996 


To carry on education on outlook un life for a long time 
to come, we should make constant efforts to indoctrinate 
troops with scientific theories. The key to successful 
education on outlook on life lies in whether or not 
we are able to scientifically expound from a theoretical 
angle certain principal issues pertaining to outlook on 
life and outlook on value. What is the revolutionary 
outlook on life? For what are we living? In what way 
can we make life more meaningful? How should we 
live as a person and behave as an officer or a soldier? 
What is a serviceman’s value in the new period? How 
can we realize a serviceman’s value? To what should 
we pay attention in order to cultivate a correct outlook 
on life? To answer these questions, we should strive to 
heighten our own ideological and theoretical standards, 
turn the process of carrying out education on outlook on 
life into a process of studying scientific theories, justly 
and forcefully publicize major revolutionary principles, 
and guide officers and soldiers to arm the mind with 


and construction is a process of dynamic development, 
Officers’ and soldiers’ ideological realities are also con- 
changing. In the course of education, we should 


of constantly changing social realities, the 
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behavioral guidance, thus embodying education in 
study, and daily life. We should attach 
importance to “personal examples” set by leaders, 
roles played by management, exemplary roles 
influential roles played by liter- 
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*PRC: Journal on Military, Economic Development 


96CMO279A Beijing GUOFANG [NATIONAL 
DEFENSE] in Chinese 15 Feb 96 No 2, pp 4-6 


{Article by Wu Fangming (0702 2455 2494), director, 
and Wu Xishi (2976 1585 1807), assistant researcher, 
of the Research Office, Military Systems Department, 
Academy of Military Science of the People’s Liber- 
ation Army: "Correctly Handle Relationship Between 
National Defense and Economic Construction") 


(FBIS Translated Text] In his speech at the Fifth Ple- 
nary Session of the CPC 14th Central Committee, Gen- 
eral Secretary Jiang Zemin made a profound exposition 
on the relationship between national defense and eco- 
nomic contruction, pointing out that “strengthening na- 
tional defense construction is the basic guarantee for the 
country’s security and economic development," and that 
“national defense construction and armed forces con- 
struction must take economic construction as their ba- 
sis, and serve the overall situation in the country’s eco- 
nomic construction.” This is of important significance 
for the strategic guidance of strengthening China's na- 
tional defense construction and of correctly handling 
the relationship between national defense and economic 
construction. 


I. The Correct Handling of the Relationship 
Between National Defense and Economic 
Construction Is a Major Task Confronting the 
Country in a Certain Period in Its Social History 


National defense and economic construction are two 
great functions of the state. For society to develop and 
for the people’s life to improve, there must be a vigorous 
development of the economy. Without the development 
of the economy, all social activities, including national 
defense, lose their material foundation. However, in the 
historical period of a war's existence, national defense 
construction is the basic guarantee for the country’s 
security, its economic construction and its people's 
living and working in peace and contentment. Without 
a powerful national defense, the threat of foreign forces 
cannot be removed, the country's interests cannot be 
safeguarded, and a peaceful environment for economic 
development cannot be created. 


Almost no country in the world has not depended on 
its national defense forces to safeguard its own security 
and interests. Not to mention the military and economic 
great powers of the United States, Britain, France, 
and Russia; this is also true of some small countries 
or countries in special circumstances. For example, in 
Worid War Ii as well as the postwar period. Sweden has 
always pursued a policy of neutrality, for which it was 
world renowned, but this policy of neutrality also has 
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the backing of armed force; national defense strength is 
the basic premise for safeguarding the country’s security 
and interests. 


In the peaceful and developing contemporary world, 
safeguarding a country’s security and interests is still 
an important task. At present, the main threat to world 
peace and international order comes from hegemonism. 
On the one hand, hegemonism willfully intervenes in 
the internal affairs of other countries, until with armed 
incursion it gets involved in the conflicts and civil wars 
of some countries. On the other hand, a majority of de- 
veloped countries are more often using their economic 
superiority and their scientific and technological supe- 
riority to promote economic hegemonism, and to ob- 
struct and restrict the economic development of the greai 
majority of developing countries. On the periphery of 
China there also exisi some unstable elements, and the 
country’s territorial land and territorial sea face the con- 
stant threat of being devoured; the Taiwan Independence 
forces are running amok, and have had 2 very big effect 
on the motherland’s unity and integrity as well as on 
its stability. Therefore, faced with these political, mil- 
itary, and economic our army must, under 
the circumstances in which it is serving the overall sit- 
uation of economic construction, effectively strengthen 
national defense construction. This is the need to safe- 
guard the country’s fundamental interests, to create a 
peaceful environment for economic development, and 
to oppose hegemonism politically, militarily, as well as 


there will ar nomic stagnation, which in the end, 
will damag« indation and reserve strength of 
national de! struction. On the other hand, if 
national defe enditures for a long period stay at 
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a low level, undoubtedly national defense construction 
will be harmed. 


National defense and economic construction also pos- 
sess a unity, mainly embedded in: First, the development 
of the two is interdependent, i.e., economic construction 
provides the basic conditions for national defense con- 
struction, and if national defense construction deviates 
from this basic condition, it will not have any basis; 
national defense construction provides safe conditions 
for econmic construction, and without these safe condi- 
tions, economic construction cannot develop smoothly. 
Second, the two are both important component parts of 
the comprehensive national strength, i.e., in the compre- 
hensive national strength both the support of economic 
strength and the support of national defense strength are 
needed, and if either strongpoint is lacking, the structure 
of the comprehensive national strength will become un- 
balanced. Third, the fundamental objectives of the two 
are consistent: the objective of economic construction 
is to meet the people's demands for a life with material 
things and culture, as well as promoting overall social 
progress; the objective of national defense construction 
is to resist foreign aggression and ensure the security 
of the country and the people. The demands of life and 
the demands of security are of equally important signif- 
icance, and are the most basic demands. 


The scientific understanding of the relationship of 
a unity of opposites between national defense and 
economic construction is the precondition for handling 
well the relationship between the two. To handle well 
the relationship between the two, one must make clear 
the following two critical links: First, based on a 
scientific analysis of the domestic and international 
situations, in the period of peace unswervingly grasp 
economic construction—this center—and not let go, 
national defense construction must follow and serve 
the overall situations in economic construction. Even 
under circumstances in which a local war breaks out, 
we cannot slack off on economic construction. And 
if national security is threatened, we must resolutely 
resist aggression or any internal action to divide the 
motherland. 


Second, in the development of the economy and na- 
tional defense, we must, in accordance with the objec- 
tive laws for the development of things, carry out scien- 
tific planning. National defense construction is a process 
of gradual development; national defense science and 
technology, national defense industry, and armed forces 
construction needs both a certain input of resources and 
a long-term process of accumulation; a modernized na- 
tional defense cannot be set up within a short period 
of time. Therefore, while insisting that economic con- 
struction is central, we must make it adapt to and co- 
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ordinate with the strategic deployment of the country’s 
economic development as a whole, and in a planned and 
measured way promote the modernization of national 
defense. That kind >f understanding and way of doing 
things that thinks it is useless to engage in national de- 
fense construction during a period of peace and it is best 
to wait until the approach of war before doing so, does 
not conform to the objective laws of national defense 
construction, and is also erroneous and dangerous. 


Put into 

The key to correctly handling the relationship between 
national defense construction and economic construc- 
tion is to rationally determine the amount of resources 
for input in national defense construction and economic 
construction. This is a more complex problem than a 
qualitative analysis. To correctly determine the amount 
of input for national defense construction and economic 
construction we must give full consideration to the fol- 
lowing factors: The first factor is the state's capability 
for economic and financial supply; the second factor is 
the state's central tasks and the demand for economic 
construction; the third factor is the targets and tasks of 
national defense construction; the fourth factor is the 
degree of threat to the state's security interests and the 
demand for national defense decided by this degree; the 
fifth factor is the history of national defense construction 
and armed forces construction and the daily demands of 
reality; and the sixth factor is the rate of deve »pment of 
the national armed forces of the world and t! < countries 
on the periphery of China. These factors can basically be 
divided into two types: one type is the supply factor, i.c., 
ensuring that sufficient resources are put in for carrying 
out national defense construction; the other type is the 
demand factor, i.e., finding out the amount of resources 
national defense needs to ensure national security. After 
making a quantitative analysis of the above-mentioned 
factors, before one can correctly determine the amount 
of resources to put into national defense, one must first 
comprehensively consider the effect of various factors, 
correctly evasuate current needs, and forecast the long- 
range development. We think the criteria for whether 
the amount of resources put into national defense is 
rational should be: whether it is advantageous for the 
completion of the state's central tasks, and does not put 
a heavy burden on development of the national econ- 
omy; whether it is advantageous for the completion of 
national defense missions, and causes national defense 
construction to maintain a certain rate of development: 
and whether it is advantageous for enhancing the com- 
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prehensive national strength, and for raising the coun- 
try’s position and influence internationally. 

Based on a comprehensive analysis of the above men- 
tioned factors, we think we should, taking the current 
proportion of most countries in the world, conscien- 
tiously consider and determine the amount of resources 
to put into national defense. From an internationally 
comprehensive look, we see that, according to statis- 
tics of the Stockholm International Peace Institute, at 
the end of the eighties and the beginning of the nineties, 
the proportion in the GNP taken by national defense ex- 
penditure was for the United States about 6.4 percent, 
the former Soviet Union about 10 percent, France about 
4 percent, Germany about 3.1 percent, India about 4.2 
percent, and the Republic of Korea 2.5 percent. Begin- 
ning in 1981, China's large military expenditures fell; 
according to the figure in the state’s final accounting, 
the proportion of China’s GNP taken by national de- 
fense expenditures, in the period 1990-1994, was about 
1.64 percent, 1.63 percent, 1.57 percent, 1.36 percent, 
and 1.26 percent. If the cost of national defense scien- 
tific research and other costs are added, none of the pro- 
portions exceeds 1.7 percent, a proportion that is by far 
lower than that of other countries. Second, from a look 
at the actual situation in China’s national defense con- 
struction, we see that, because the proportion of national 
defense expenditures in the GNP has fallen greatly since 
the beginning of the eighties, and because of the seri- 
ous shortage of funds, national defense and armed forces 
construction have been greatly affected; the economic 
foundation for national defense lags behind, weapon and 
equipment replacement is slow, the state of technology 
is fairly poor, the gap in weapons and equipment with 
developed countries is constantly widening, the situation 
in military basic facilities is poor, and the income of mil- 
itary men has fallen relatively. Third, the rise in prices 
has lowered the actual buying power of national defense 
expenditures. Since the beginning of the later eighties, 
China's price rise problem has been fairly prominent; 
in 1988, prices rose 18.5 percent compared to those of 
the previous year, and in recent years, in some peri- 
ods the price rise has exceeded 20 percent. From 1979 
to 1994, national defense expenditures increased at an 
annual average rate of 6.2 percent, and in the same pe- 
riod prices rose at an annual average rate of 7.7 percent. 
This greatly lowered the actual buying power of national 
defense expenditures; if the factor of price rises is de- 
ducted, national defense expenditures were actually in 
a state of negative growth. With reference to common 
international practice, and taking into consideration the 
capability of China's economic support and the demands 
of national defense, if we want to make national defense 
construction to be able to develop normally, raising the 
proportion of national defense expenditures in the GNP 
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to 2.2 to 2.5 percent would be appropriate, even this 


proportion would be far lower than the proportion of 
other countries. 


IV. To Correctly Handle the Relationship Between 
National Defense Construction and Economic 
Construction, One Must Select Well the Points of 
Integration Between the Two 


First integration point: conscientiously incorporate na- 
tional defense construction and economic construction 
into the state’s overall plan for development of so- 
ciety, and strengthen unified leadership and coordina- 
ton. At present, China is gradually putting into prac- 
tice the system of a socialist market economy; the eco- 
nomic Components are becoming more complex daily, 
and the dynamics of the state’s direct intervention in 
the economy are declining. Under these circumstances, 
the state's unified leadership and coodination of eco- 
nomic construction and national defense construction 
have encountered many new problems. From the macro 
aspect, to strengthen the unified leadership and coordi- 
nation of national defense construction and economic 
construction. we must first, in line with the state's plan 
for social development and based on needs and pos- 
sibilities, s:ientifically formulate the plan for national 
defense construction, and clearly set the strategic tar- 
gets, tasks, steps, and measures of national defense con- 
struction. Next, to strengthen the macro management 
and coordination of national defense construction and 
economic construction, we must raise the principle of 
army-people integration and peacetime-wartime integra- 
tion from the enterprise or industry level of the entire 


society, constantly perfect laws and regulations and set 
up relevant systems, and within the scope of the entire 


trated in order to effectively carry out national defense 
construction and economic construction. 


Second integration point: vigorously develop techniques 
for use by both the army and the people, and make sci- 
ence and technology the key factors in promoting na- 
tional economic construction and national defense con- 
struction. Under modern conditions, no matter whether 
it is economic growth or national defense moderniza- 
tion, it concerns the amount of resources put in it and 
the key lies in the level of use of the resources and 
the efficiency in using them, of which the most core 
factor is the level of development of science and tech- 
nology, particularly the capability for deveiuyiy a 
applying high and new technologies. The economics of 
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developed countries and newly industrialized countries 
prove that the development of science and technology 
has the effect of promoting the comprehensive, funda- 
mental, and changing nature of economic and national 
defense construction; and improving science and tech- 
nology can rapidly improve the quality and quantity of 
the economy and national defense. There! ore, China's 
economic construction must, under the impetus of sci- 
ence and technology, take the path of intensive devel- 
opment; and China's national defense construction must 
firmly rely on the development of science and tech- 
nology, and erect national defense on the foundation 
of modern science and technology and modern indus- 
try. National defense science and technology and sci- 
ence and technology in other domains are interlinked 
and can be mutually blended. On this integration point, 
there are certain things to do, and adjusting the structure 
and direction of resources input also promotes national 
defense construction. Speaking of national defense con- 
struction, not only must we strengthen the development 
of national defense science and technology and trans- 
fer the results of technology to the civilian economic 
domain, we also must, in the civilian technology do- 
main, develop the results of national defense and use 
civilian technology in the service of national defense. 
Speaking of economic construction, not only must we 
develop civilian technology and use national defense 
science and technology to promote the development of 
the civilian economy, but also we must lay stress on 
the national defense benefits from civilian technology, 
and in the national defense domain open up applicable 
markets for civilian technology. 


Third integration point: establish a sound mobilization 
system for national defense. One of the important ef- 
fects of a national defense mobilization system is that 
there will be less input of resources in peacetime but 
the greater demands of wartime will be satisfied, e.g. 
in peacetime there will be less use of military force and 
in wartime there will be more troops dispatched, and in 
peacetime there will be less input of economic resources 
and in wartime a large amount of economic resources 
can be used. The central authorities, in the recommenda- 
tions of the Ninth Five-Year Plan, said that the strength- 
ening of the construction of the national defense mobi- 
lization system is an important strategic measure that 
relates to national security and the development of the 
peacetime economy. In strengthening the construction 
of the national defense mobilization system, we should 
focus on grasping the following aspects: First, set us a 
system with a sound material base for national defense 
mobilization. For example, in industry we must form an 
industrial mobilization structure with the standing war 
industry as the backbone, and with the mobilization war 
industry and civilian enterprises as the backup force: 
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in the communications domain, we must strengthen the 
construction of communication basic facilities, gradu- 
ally adjust the communications layout, form a crisscross 
network of communications, and ensure that communi- 
cation needs are focused in the strategic direction; in 
the aspect of strategic materiel reserves, we must adopt 
various forms of reserves, gradually increase the amount 
of strategic materiel reserves, and ensure the needs in 
wartime for mobilization and for the expanded produc- 
tion of the war industry; and in the financial, bank- 
ing, and trade domains, we must strengthen the state's 
Capability to regulate and control finance and banking 
and its capability to manage trade, as much as possible 
lessen the economic fragility caused by the expansion 
of economic foreign dependence, and withstand the for- 
eign countries’ economic structures. In the scientific and 
technological, medical and health, as well as agricul- 
tural and other departments, mobilization bases must be 
set up. Second, establish a sound leadership system for 
national defense mobi’ tion. We must gradually estab- 
lish various kinds of scund mobilization organizations, 
including the state's highest decisionmaking organiza- 
tions as well as siate organizations that have functions 
and tasks in mobilization; also including mobilization 
executive organizations in every department, every do- 
main, and every area; and at the same time including 
planning organizations and advisory organizations for 
mobilization. In the national defense mobilization or- 
ganizations, there must be both full-time organizations 
and a large number of part-time organizations, which, 
through the coordination of all kinds of mobilization 
Organizations, make national defense mobilization de- 
cisions scientific and technological, carry out mobiliza- 
tion in a fast and orderly way, and make preparations in 
a solid way. Third, establish a sound system for na- 
tional defense mobilization laws and regulations. As 
China practices the socialist market economy more, it 
has more need for laws and regulations that standardize 
the actions of national defense mobilization. To estab- 
lish sound laws and regulations for national defense mo- 
bilization, we must, based on the scope and mission of 
national defense mobilization, make overall plans and 
scientific designs, which must have both comprehen- 
sive laws and regulations and specific laws and regula- 
tions. The contents of the system of laws and regula- 
tions must be scientific and strict, integrating principle 
with specificity and possessing operability. Fourth, es- 
tablish a sound system for national defense mobilization 
plans. Mobilization plans are the direct basis for mobi- 
lization work; without mobilization plans one does not 
have the initiative in mobilization work. National de- 
fense mobilization plans not only must have specific, 
split-item advance mobilization plans: what is more im- 
portant is to have a set of national defense mobilization 
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plans, organizations, systems, and procedures. Based on 
the modern economic structure and the characteristics of 
mobilization preparation, the formulation of national de- 
fense mobilization plans must embody the principle of 
macro plans and micro plans, comprehensive plans and 
specific-items plans, and the integration of the plans of 
each department and each level; the implementation of 
the plans must embody the demands and characteristics 
of the socialist market economy. 


*PRC: Xi’an Army Academy Commandant on 
Developing Leaders for High-Tech Warfare 


96CMO0358B Beijing JIEFANGJUN BAO in Chinese 
22 Feb 96 p2 


{Report on interview with Xi'an Army Academy Com- 
mandant Song Buxian (1345 2975 0341) by Wang Con- 
gming (3769 $115 2494) and Tian Zengjun (3944 1073 
6511); date, plac~, and occasion not given: “On Seizing 
the Initiative in Future War"] 

{[FBIS Translated Text|Song Buxian is commandant of 
the Xi’an Army Academy, having joined the army in 
December 1958, and is college educated. He has long 
been engaged in combat and training organization, 
leadership, and study. He has served on the editorial 
committees of works such as "Collection of Records 
on the Art of War" and "Defense Knowledge Series," 
and has published over 30 papers, of which "Studies in 
Campaign Combat Operations of Concentrated Forces 
in Resistance Against Local Invasion on Independent 
Axes" was awarded a first prize for joint-service 


military research. 


In recent years, the Xi'an Army Academy has been 
guided by the Central Military Commission's new era 
policy on military strategy, steadily originating new tal- 
ent training models for the Primary Command Acad- 
emy, endeavoring to explore the corresponding knowl- 
edge skill structure and teaching substance, quality con- 
trol, and support systems. It has had over 80 of its 
teaching reforms and research achievements affirmed 
and disseminated by the [PLA] General H.Q. and the 
{Lanzhou} Military Region. We recently interviewed its 
commandant, Major General Song Buxian, on the train- 
ing issues involved in suiting primary command talent 
to future high-tech local war. 


On Revamping Concepts, Focusing on 
Development, To Build a New Model for Combat 
Command Talent Training on High-Tech Terms 


Building a talent training model, particularly a command 
talent training model, is a matter that the current world 
Situation is forcing us to face up to and consider. Song 
Buxian came straight to the point, noting that, “It could 
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be said that whoever builds a talent mode! genuinely 
suited to command in modern war, particularly high- 
tech war, will win the initiative in future war. I hold 
that we first need to achieve three conversions of our 
pe cen ge 1) We need to convert our training 

primary command officers to the 
whee ps nah cpanel rele egg Bim 
educated and have rich scientific and technical (S&T) 
knowledge, good ideological style, strong management 
skills, and fine military quality, and so are suited to 
the needs of high-tech local war. 2) We need to convert 
our training of physical and technical primary command 
Officers to the training of command officers combining 
technical skills with intellectual ability, who have higher 
command skills and strategic attainments. 3) We need 
to convert our training of practical officers who are 
now qualified for primary posts to the training of 
development officers who are focused on the future and 


have greater potential.” 


To adapt to the features of high-tech war and new 
age force building, Song Buxian holds that: “A pri- 
mary command officer should have broad foundational 
knowledge in areas such as culture, S&T, political the- 
ory, military specialty, management education, high 
technology, and literary and physical training, being 
equipped with ideological indoctrination skills, com- 
mand operations capability, organiz?'ional training abil- 
ity, unit management capacity, battlefield survival capa- 
bility, language expression skill, recreational and sports 
Capacity, and scientific thought ability. That is the es- 
sential knowledge skill structure for a trans-century pri- 
inary command officer.” 


Song said that: “The new talent training 
mode! objectively means that we need to focus the basic 
training needed to officers on “high,” “overall,” 
“new,” and “solid.” “High” means high minimums, with 
the knowledge taught to students being suited to their 
development directions. “Complete” means complete 
basic teaching substance, emphasizing priorities while 
paying attention to the overall situation. "New" meaas 


ative thinking. And “solid” means a broad and solid 
foundation. In the short term, we need to pay partic- 
ular attention to reforming three areas of our teaching 
substance: 1) We need to establish a high-tech know!- 
edge system. We need to trim boldly and forcefully, 
cutting and changing outdated substance, to make high- 
tech knowledge our mainstay, radiating and infiltrating 
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it into all disciplines. 2) We need to set up a system of 
modern command theory. As to the rich combat com- 
mand experience accuniulated by the PLA, as well as the 
advanced expertise of foreign armies in modern combat 
command, we need to study systematically, inheriting 
and developing, to intensify our training of students in 
basic command skills. 3) We need to build a modern 
management system. Faced with the features of future 
high-tech war, we need to improve not only the static 
management skills of future command talent, but even 
more importantly their dynamic managerial skills. We 
need to use diverse means such as field training, bivouac 
training, and simulation drills to raise their management 
capability in future command operations.” 


On Adapting to Needs and Optimizing the Climate 
To Build a Good Teaching Atmosphere 


After analyzing the Xi'an Army Academy's recent years 
of teaching reform, Song Buxian said that: “Even with 
a new talent training model with systematic and scien- 
tific teaching substance, we still need a good teaching 
Climate to train qualified command talent suited to the 
needs of future high-tech war. While our school has 
made certain valuable endeavors in these areas in re- 
cent years, we still have quite a ways to go. So we need 
to further broaden our horizons and free up our think- 
ing to establish talent training forces with distinct PLA 
characteristics. First, we need to establish a "general 
education” mentality. We could use the relatively con- 
centrated terms of our military schools to try out a route 
of “regionally integrated teaching,” to supplement mu- 
tual advantages and let them complement one another. 
Meanwhile, we could also merge tracks with local col- 
‘eges, drawing on the cultural teaching ad vaniages of lo- 
cal schools, to build a scientific and cultural knowledge 
foundation for future command talent. And we also need 
to actively publicize and disseminate our multi-service 
and multi-regional schooling methods, intensifying joint 
study by the military, colleges, and research units. Sec- 
ond, the [PLA] General H.Q. and the [Lanzhou] MR 
need to draw up more operable and legally authoritative 
policies and measures, using policy orientation to ensure 
quality in initial selection, recruitment, training, and as- 
signment, to make them more systematic and standard- 
ized. Third, our school itself needs to tighten the over- 
all management of its teaching substance. As scientific, 
regular, and effective man2gement is the crucial ground 
for better teaching quaiity, we need to boldly draw on 
today’s advanced teaching management methods, ad- 
hering to the principle of a more advanced, higher-tech, 
and more rigorous force, by exercising active quality 
control over our whole teaching process for all students 
at all times. Fourth, we need to coordinate and dove- 
tail our teaching infrastructure establishment with our 
course substance system, to meet as much as possible 
our basic talent training needs. 
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General 
*PRC: Trade Commission Official on Improving 
Capital Structure 
96CE0243A Beijing JINGJI GONGZUO TONGXUN 
[ECONOMIC WORK NEWSLETTER] in Chinese 
15 Mar 96 No 5, pp 6-8 


[Excerpts of speech by State Economic and Trade Com- 
mission Vice Chairman Chen Qingtai at the "Seminar on 
Expansion of the Pilot ‘Cap:tal Structure Optimization’ 
Program in Cities": “Expand the Pilot ‘Capital Struc- 
ture Optimization’ Program, Improve Big and Medium- 
Sized State-Owned Enterprises” ] 

[FBIS Trapsiated Text} Since 1994, the pilot program 
for “capital structure optimization” covering 18 cities 
has proceeded in accordance with the guideline of 
“combining the work at key points with the work in 
all areas, putting emphasis on experiments, stressing 
coordination, and trying to make breakthroughs.” Up 
to now, the program has produced some results. The 
main of this seminar is to carry out the State 
Council’s instruction that “the pilot program for ‘capital 
structure optimization’ should be expanded from 18 
Cities to a total of SO big and medium-sized cities, 
beginning 1996." Through this seminar, we hope that 
the additional 32 cities will better understand the current 
situation of enterprise reform; have a good grip on the 
pertinent nolicies, practices, and experiences; and go 
ahead to plan their experimental work for 1996. This 
way the work of expanding the above pilot program 
can be started as early as possible. 


lL. The Pilot “Capital Structure Optimization" 
Program in 18 Cities 

(1) Significance of the pilot "capital structure optimiza- 
tion” program 

The purpose of selecting some cities to conduct ex- 
periments on the optimization of capital structure is to 
take an initial step on the road of deepening the reform 
Of state-owned enterprises in accordance with the ba- 
sic mindset for this work, using methods commensurate 
with the law of the socialist market economy, and by 
giving full play to the overall functions and compre- 
hensive advantages of the cities involved. This has the 
following effects: 

1. Shifting the focus of the reform from improving in- 
dividual state- owned enterprises to revamping the en- 
tire state-owned economic sector. While we are switch- 
ing from the planned economy to a market economy, 
problems resulting from our irrational economic struc- 
ture have become more and more apparent. The original 
State-owned economic sector must undergo a strategic 
restructuring — an indispensable stage before our na- 
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tional economy embarks on the road of self-sustaining 
healthy development. The restructuring, however, can- 
not be accomplished by individual enterprises; it must 
be carried out with cities as basic units. 

2. Combining the enterprise reform with various supple- 
mentary reforms. In deepening the enterprise reform, al- 
most all problems we have encountered are deep-seated 
difficult problems that enterprises themselves can hardly 
resolve. Because of the increasingly close links between 
the enterprise reform and the related supplementary re- 
forms, we must link the two together as an integrated 
whole. Cities, as a level of government and financial de- 
partment, can take comprehensive and coordinated mea- 
sures to conduct various reforms at the same time as 
long as the reforms fall within the limits of their au- 
thority. 


3. Using ways and means commensurate with the needs 
of the market economy in making breakthroughs in the 
essential aspects of the reform and in solving difficult 
problems. The fundamental work method applied by 
the experimental cities is to “expose problems through 
experiments, set up standard rules, and incorporate the 
rules into law.” The pilot program puts into practice in 
the experimental cities those ways and means that are 
commensurate with the needs of the market economy 
and can improve state-owned enterprises. This will 
accumulate experiences for conducting the reform in all 
other areas. 


4. Achieving the goal of optimizing the capital struc- 
ture of enterprises and the state-owned economic sec- 
tor. With the cities and local governments as the basic 
units and through a “double barreled" move, i.e., pro- 
ceeding from both inside and outside enterprises, we 
can transform enterprises’ operational mechanisms, set 
up new systems, and optimize the capital structure of 
enterprises as well as the state-owned economic sector. 
Experience shows that this is the only way we can push 
enterprises to the market. 


(2) Main tasks of the pilot “capital structure optimiza- 
tion” program and basic steps to be taken 


1. “Increasing capital.” Work in this respect is to in- 
crease, through various channels, the capital as well as 
the production and working funds of state-owned en- 
terprises and to reduce their unreasonable burdens. “In- 
creasing Capital” is the most direct measure to opumize 
the capital structure of state-owned enterprises and an 
effective solution to the problems of insufficient capi- 
tal and heavy dett burden. It is also an effective way 
to make clear the investors of state-owned enterprises, 
establish a capitalization system. and spur the reforms 
of the investment and financing setups. Relevant poll- 
cies should be worked out to encourage enterprises to 
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form a multichannel mechanism of their own accord to 
increase and replenish their production as well as oper- 
ating funds. At the same time, efforts should be made 
to explore ways to establish and make perfect a system 
for the state to fuel capital into state-owned enterprises 
to lay a material foundation for setting up a corporate 
property system under the modern enterprise system. 
At present, the 18 cities have six principal and effective 
ways to increase state-owned enterprises’ capital and re- 
duce their debt burden: 1) A fixed percentage of enter- 
prises’ income tax, value-added tax (local government's 
portion), and urban construction tax is returned to them 
as state-invested capital. 2) local financial loans to the 
enterprises, unpaid "two kinds of funds,” centralized de- 
preciation funds, and funds for paying debts resulting 
from the “switch from appropriations to loans” after de- 
ducting the principal and interest are treated as state 
capital in enterprises. 3) Before the enterprises’ asset- 
to-liability ratio is reasonably adjusted, all the after-tax 
profits or revenue earned from state assets are retained 
by enterprises to be used in increasing state capital. 4) 
Enterprises are requested to readjust their asset depreci- 
ation based on the reassessed value of their fixed assets 
after inventory. They are encouraged to speed up the de- 
preciation of their assets according to the provisions in 
the “two Guiding Principles" (General Financial Guid- 
ing Principle for Enterprises and Guiding Principle for 
Enterprise Accounting] and make more funds available 
for production and operation. 5) An enterprise develop- 
ment fund was established by pooling government ap- 
propriations, money obtained from liquidation of assets, 
and investment from corporate entities. The purpose is 
to increase the enterprises’ operating funds. 6) After tak- 
ing an inventory of stocks and rechecking their capital, 
the enterprises may write off some of the losses in as- 
sets. Where the regulations permit, they may be exempt 
from paying interest on some outstanding loans so as to 
reduce the interest burden. 


2. “Transformation.” Enterprises’ reform and technolog- 
ical transformation should be combined into an organic 
whole. That is, while reforming their operational mecha- 
nism, they should promote their technological advance, 
accelerate the restructuring of their product mix, and 
expedite the updating and upgrading of their products. 
“Transformation” is a main part of the “three changes 
and one strengthenjng” campaign, a technical guaran- 
tee for enterprises to become market competitors, and 
an essential way for state-owned enterprises to change 
their mode of growth. Based on the strategic analysis of 
all state-owned enterprises and pursuant to the state in- 
dustrial policy and regionalistic development program, 
steps should be taken to select some pillar industries. 
bac! ‘sone enterprises, and competitive products and give 
them special support in accordance with the principle of 
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“supporting the good and strong.” Meanwhile, attention 
should be given to increasing the efforts for, and accel- 
erating the pace of, techaologica: progress with a view 
to promoting the overall e'ictency of urban enterprises. 


3. “Separation.” This means sepaiating surplus person- 
nel from enterprises and frecing enterprises of the func- 
tion of giving social welfare benefits to their employees. 
In this regard, it is necessary to spesd up the construc- 
tion of a social security sysiem so there will be a fa- 
vorable condition for enterprises to gradually shake off 
their burden due to the above function. The government 
should devote attention to building and improving the 
social security system, advance step by step toward the 
goal of socialized management of retired people and 
laid-off employees, and create favorable conditions for 
taking over by stages enterprises’ function of provid- 
ing social welfare benefits to their employees. I! should 
make all-out efforts to develop the labor market and 
"reemployment project” and aggressively explore re!}- 
able ways to increase job opportunities by developing a 
number of small and medium-sized enterprises. Enter- 
prises should implement a labor contract system for all 
their employees, carry out a system of the fixed num- 
ber of personnel and fixed amount of wages, and recruit 
employees through competitive tests. They should adopt 
a “distinction followed by separation” method in deal- 
ing with the personnel issue. That is, they should make 
a distinction between principal jobs and auxiliary jobs 
and lay off unnecessary employees when conditions are 
ripe for seeking jobs in society. On the whole, the prin- 
cipal method for resettling surplus employees should be 
gradually changed from reassigning jobs within enter- 
prises to providing employment through the labor mar- 
ket. It is necessary to do well in separating surplus 
employees from enterprises and separating the func- 
tion of providing social welfare benefits from enter- 
prises. These “two separations” should be carried out 
in close conjunction with the city’s economic restruc- 
turing, enterprises’ organizational reform, and the test 
program for building a modern enterprise system so that 
work in these fields will be carried out as a whole and 
can coordinate with and promote each other. Overall, 
each of the 18 cities has demonstrated its characteristic 
achievements in setting up a “personnel-reduction and 
efficiency-enhancing” mechanism and in conducting the 
above-mentioned “two separations.” They have numer- 
ous ways to achieve their objectives: 1) developing new 
production projects and opening new enterprises of one 
kind or another; 2) transferring personnel between enter- 
prises to solve the problem of overstaffing and shortage 
of manpower, 3) new enterprises giving priority in em- 
ploying surplus personnel laid off by old enterprises; 4) 
giving financial support to encourage employees to start 
their own business or leave their present factories to find 
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new jobs and practicing the sysiem of factories ta. ng 
care of old-age retirees or helping retirees to get jobs; 
5) early retirement of old and weak employees; and 6) 
sending surplus employees to the labor market so they 
may go where they are needed. 


4. “Bankruptcy.” Enterprises with less assets than lia- 
bilities and unable to pay off their debts on time should 
declare bankruptcy according to law. This will help form 
a mechanism whereby the superior survive and the infe- 
rior are eliminated. Compared with bankruptcy, acquisi- 
tion results in less social shocks and causes less losses to 
banks. Because of this, bankruptcy coupled with acqui- 
sition is an effective measure to solve the problems of 
irrational structure and low operational efficiency, which 
have long afflicted our state-owned enterprises. It is also 
a principal method for adjusting the present enterprise 
structure. At present, there is a big gap between robust 
enterprises and difficulty-ridden enterprises. We should 
seize this opportunity to promote the method of bank- 
ruptcy coupled with acquisition and set up a standard 
procedure for it so that robust enterprises can expand at 
a low cost while difficulty-ridden enterprises will find 
the most realistic way to ultimately solve their problems. 
Through such and acquisition, our state as- 
sets will be reallocated in the best way. 


Il. The 1996 Pilot “Capital Structure 
Optimization" Program 
(1) Based on the experience of the 18 cities, the main 


points of this experimental work in urban areas should 
be as follows: 


1. The leadership should pay attention to this program, 
and organizational work should be put on a solid basis. 
The “eight-character principle” for this work covers all 
aspects of the enterprise reform. It also touches on the 
deep-seated problems in this reform. Making a success 
of this experimental work in urban areas is by no 
means a task for a single department, but requires the 
organized and coordinated efforts of numerous sectors. 
All experimental cities should form a leading group for 
this work. The leading group should be headed by its 
principal leaders and consists of representatives from all 
departments concerned. Also to be set up is a working 
body under the leadership of the city’s Economic and 
Trade Commission (or Economic Commission). 


2. The work requires strategic analysis and specific 
guidance. Work plans for the pilot program should be 
drawn up on the basis of the results of inventory and 
Capital reassessment and by taking into consideration the 
urban development strategy and the needs of industrial 
restructuring. 
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3. Emphasis should be placed on internal work, and 
attention given to the application of policies. Not relying 
on “preferential treatment” is a prerequisite for success 
in conducting this pilot program in a market economy. 
Over the past two years, the 18 cities have always 
complied with this guiding principle and, at the same 
time, acted in line with their own conditions. Enterprises 
joined the city authorities in earnestly studying and 
implementing the policies promulgated by the state. 
And, based on these policies, they carefully organized 
and advanced the experimental work. 


4. It is necessary to make breakthroughs in the key 
areas of the work and pay attention to the “most 
crucial points.” Every task of the pilot “capital structure 
optimization" program is a campaign to tackle difficult 
problems. However, we cannot devote equal effort to 
all these tasks; rather, we should choose suitable areas 
in which to make breakthroughs. And we should do our 
best to make substantive breakthroughs. 


5. It is necessary to make concerted efforts and do the 
utmost. In this pilot program, problems to be solved 
are all those accumulated in the past. Their solutions 
require the close cooperation and coordination of all 


departments concerned. 
(2) Main tasks to be carried out by the 18 cities 


The 18 cities may formulate their new tasks based on 
the following considerations: First, they should act in 
accordance with the guideline of “improving the big 
and invigorating the small" to cultivate and develop 
large enterprises and enterprise groups, beef up the 
State-owned economic sector's capability to dominate 
major industries, and enlarge the room for this sector to 
take over difficulty-ridden enterprises. At the same time, 
they should see that small enterprises will quicken their 
pace of reform and will provide more job opportunities. 
Second, they should further explore concrete ways for 
enterprises to boost their assets and cut their liabilities 
$0 as to soive the problem of enterprises’ bad debts 
and banks’ uncollectible accounts. Third, they should 
promote the establishment of a production-element 
market, perfect and standardize it, and see that the 
development of enterprises follows the rule of the 
survival of the superior and the extinction of the infenor. 
Also, they should promote the reallocation of existing 
assets and give further play to the market's fundamental 
role in this respect. Fourth, they should reform the 
current industrial management system, explore ways for 
separating enterprises from government administration, 
and establish a system with clearly defined powers 
and responsibilities for managing, supervising, and 
Operating state assets. Fifth. they should beef up the 
enterprise management contingent and establish an 
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administrative system for senior ~terprise management 
personnel. This systeim *>wuld ditfer from those dealing 
with the maiagement of party and government cadres. 


Most of the additional 32 cities to join this pilot program 
are big or sed) am-sized cities, which have pretty good 
basic conditions for promoting reforms, development, 
and stability. These cities are encouraged to first make 
a success of the four tasks of “increasing capital, 
transformation, separation, and bankruptcy” and, on this 
basis, take the initiate to devote more efforts to the 
experimental work. They should try to surpass the 18 
Cities that started the pilot program earlier. 

(3) Main tasks ai the next step 

1. Study to enhance the understanding of the work 
and organize training seminars. It is essential to rectify 
the guiding principle of the experimental cities, mak- 
ing them aware that their basic task is not to enjoy 
“preferential treatment,” but to hold high the banner of 


work hard to promote reforms, and enable 
enterprises to build a mechanism for capital structure 


rent policies. Various kinds of training seminars should 


program and aim at training a backbone force to carry 


situation, list the tasks to be done according to their 


priorities, and formulate a work plan for this pilot 
program suited to the overall urban development project 
and the actual local conditions. In the first place, the 
overall target of the pilot program and the target of 
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should make the plans a programmatic measure to unify 
the action of all departments concerned. 


3. Carefully organize the work and carry it out by stages. 
All experimental cities should formed a leading group 
for this pilot program headed by principal leaders. The 
members of the group should include representatives 
from the city’s Economic and Trade Commission, 
banks as well as financial, taxation, labor, and other 
departments. Also to be established is a working body. 
In addition, it is imperative to establish a responsibility 
system for meeting given targets so as to ensure the 
fulfillment of various experimental tasks. And it is 
necessary to do the following: first, make breakthroughs 
in key areas; second, solve difficulties; three, fulfill 
policies; four, ensure work progress according to the 
schedule; and five, pay attention to the results of 
experiments. 

We should promptly follow the fulfillment of the 
experimental plans, keep on summing up experience, 
and formulate related policies to advance the work. This 
year the work will be divided into three stages. We 
should see to it that work plans are completed by the 
end of April and put into practice in May. Before the 
end of this year, we will sum up and evaluate the work. 
The expansion of the pilot program for “capital structure 
optimization” to more cities is of vital significance, and 
the difficulties involved are also considerable. Success 
of this work requires us to make concerted efforts 
with one mind. It is imperative to seize the current 
Opportunity to deepen the reform of the experimental 
enterprises, unite as one, and make a success of this 
pilot program, so as to provide experience for the reform 
of all other enterprises and make breakthroughs in the 
project of state-owned enterprise reform. 


*PRC: Economic Information Center Forecasting 
Fourth Quarter Economy 

96CED0S8A Beijing JINRONG SHIBAO in Chinese 
2 Nov 95 pl 


[Article by Zheng Xiaoguo (6774 1420 0948) and Chen 
Jijun (7115 3444 6511): “While Our Fourth Quarter Na- 
tional Economic Situation Is Better, a Rational Control 
of Our ‘Tight’ Dynamic Remains Crucial” ] 


[FBIS Translated Text} The report analyzing and fore- 
casting China's fourth quarter national economic oper- 
ating trends released today [2 November 1995] by the 
State Economic and Trade Commission's Information 
Center holds that China's national economic growth for 
the fourth quarter of 1995 will be slightly higher than 
that for the third quarter. This can be seen mainly in the 
following areas: 
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yuan, up 8.2 percent, with our collective industry 
output value at 405 billion yuan, up 14 percent, and our 
other industrial output value at 246 billion yuan, up 24.1 


—We have obviously succeeded in controlling our fixed 
asset investment scale. Our estimated 1995 national 
fixed asset investment will be about 1.91 trillion yuan, 


percent from the same period in 1994, for real growth of 
12.5 percent, with our 1995 gross retail consumer goods 
sales reaching 2.0518 trillion yuan, up 27.8 percent. 
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1994, and expected to reach $133.1 billion for 1995, up 
1S percent. 


—Our spending and receipts will be essentially bal- 
anced, giving hopes that our deficit can be controlled 
within planned limits. It is estimated that our 1995 re- 
ceipts will be up 24.5 percent, with our spending up 
21.7 percent. 


The above forecast was made after analyzing our 
economic operations for the first three quarters. The 
report notes the need to give adequate attention to 
current economic problems such as the simultaneous 
decline in industrial output growth and efficiency, the 
market sales trend of cooling in the midst of apparent 
vigor, and no signs of weakening in the trend of slower 
income growth with high savings. 

The report holds that while our fourth quarter national 
economic operations show no possibility of turning- 
point-type change, they are still likely to face certain 
problems of a small degree and limited impact that 
certainly might restrict them. As a rational control 
of our “tight” dynamic remains crucial, our fourth 
quarter macroeconomic regulation and control should 
be focused mainly on consolidating our successes of 
the first three quarters, by making certain timely minor 
adjustments to weaken as much as possible the adverse 
impact of all problems that have or are appearing, in the 
interests of intensified reform and structural adjustment. 
In that respect, while continuing to tightly control our 
financial credit and fixed asset investment scale, we 
need to deal with the merits of efficient enterprises 
and national priority construction projects affecting 
the national economy and the people's livelihood. We 
should do this by maintaining effective market control 
and price oversight and control means to keep price rises 
within acceptable limits, by intensifying our domestic 
and foreign market surveys, and by striving to do a 
good job of domestic sales and exports to ensure that 
our industrial output does not fluctuate too much. 


*PRC: Transport Industry’s Problems, Remedies 
96CE0201A Beijing JINGJI GUANLI [ECONOMIC 
MANAGEMENT] in Chinese 5 Feb 96 

No 2, pp 18-20 


[Article by Sui Xiugin (7151 4423 $367) and Liu 
Yugi (0491 3768 3825): "Current Status and Plans for 


Development of State-Owned Transport Industry”) 


{[FBIS Translated Text] For a long time, the social 
benefits of the transport industry were overemphasized 
and its economic basis neglected; little attention and 
inadequate investment were given to the industry as 
a business. Furthermore, with the industry's pace of 
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reform lagging behind other sectors in the economy, 
the state-owned transport industry therefore suffered 
repeated losses in recent years. 

Rail Transport: 

In 1994, the rail transport industry had its ups and 
downs; while it operated under adverse conditions 
created by natural disasters and floods, it nevertheless 
more than achieved its mission in key areas. A total 
of 1.09 billion passengers traveled by rail in 1994, up 
3.3 percent over 1993; the operating volume of 363.6 
billion passenger-kilometer was 4.4 percent higher than 
1993; a total 1.66 billion tons of cargo were transported 
by rail, and the operating volume of 1.2457 trillion 
ton-kilometer was higher than 1993. Rail construction 
reached a record level, yet economic benefits of rail 
transport were the exact opposite. In 1994, of the 
12 railway departments under the Railway Ministry's 
direct jurisdiction, only the Beijing Railway Department 
and Guangzhou Railway Company were operating at a 
profit, all the others suffered losses, some as high as 
80 percent. Following are the two main reasons for the 
losses: 


I. Long-Standing Low Transport Charges Directly 
Contributed to Current Losses 


Except for 1989 and 1990 when China’s rail transport 


charges were adjusted upward to compensate for rising 
prices of materials and other fixed costs, no further 


1994. Fixed costs also have risen substantially, with the 
result that the state-owned rail transport industry made 
only $96 million yuan in profits in 1993. After allocating 
2 billion yuan to pay taxes and money to subsidize 
Operating losses and pay the required dividends, the 
industry had a capital shortfall of 3.2 billion yuan; 
, the government launched a series of major 
in the fiscal policy, finance, foreign exchange, 
and circulation areas, these measures also raised 
industry's fixed costs and expenditures. In 1994, 
rail transport fixed cost reached 3.78 point, 
per ton-km revenue remained at 2.65 point. 
of situation certainly led the industry to suffer 
losses. No matter what forceful measures the 
way Ministry might undertake to increase revenues 
control expenditures, there was still a 3.55 billion 
deficit. After paying the necessary dividends 
Operating subsidies, the ministry's capital shortfall 
reached 5.08 billion yuan. For 1993 and 1994, the two- 
year cumulative shortfall totalled 8.28 billion yuan. The 
1995 shortfall was estimated at 18 billion yuan. The 
industry has basically exhausted all available capital. 
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When the rail transport industry cannot cover its fixed 
costs over a long period of time, the harm done 
can be irreparable. In the first half of 1995, many 
stations and branches under the Haerbin, Shenyang and 
Chengdu Railway Departments had to postpone salary 
payments. In some stations, due to shortage of funds, 
needed maintenance and repair were not performed and 
locomotives, rolling stock, and rail facilities continued 
to be used: despite their state of disrepair. 


Il. Nonseparation of Government and Enterprise is 
Deep-Rooted Cause of Losses 


After the centralized railway management system was 
established in the carly years of the republic, although 
some reforms have since been undertaken, the system is 
basically one involving the Railway Ministry exercising 
centralized guidance, two classes of corporate entities 
Operating at four levels: Railway Ministry, various 
railway departments, branches, and stations. With the 
development of a market economy, the contradiction 
between a market economy and this kind of transport 
management system becomes increasingly apparent. 
With the Railway Ministry managing the industry, 
government and enterprise are one and the same; 
government cannot fulfill its functions, but neither can 
it perform the enterprise functions, and management 
is not standardized. The Railway Ministry, railway 
departments, and branches are all corporate entities 
Operating with the same capital assets, yet their property 
rights and responsibilities are not clearly defined. The 
issue of a rail transport management system is therefore 
a crucial link to the survivability and future development 
of the rai! transport industry itself. 


The rail transport industry does not have sufficient 
vitality. In addition to its limited functional capacity 
and slow pace of change in its mechanism, its internal 
management is backward, equipment and facilities are 
aging, staffing is redundant and the overall burden on 
the industry is excessively heavy: these are also major 
reasons which affect development of the industry. 


Civil Air Transport: 


In recent years, civil air transport has developed rapidly. 
In 1992, total profit of the industry reached 3 billion 
yuan. In 1993, however, its profit slipped to 1.7 billion 
yuan and the downward trend continued, declining 
to 1.07 billion yuan in 1994. In January-July 1995, 
profit of the entire industry totalled only 300 million 
yuan. The industry's debt-to-asset ratio reached 84 
percent, higher than the average of 79 percent for all 
industries nationwide. At present, of the 10 airline 
companies under the direct jurisdiction of Civil Air 
Administration of China (CAAC), only three large 
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airlines—International, Eastern and Southern—are still 
Operating at a profit, all the others are running up 
deficits. 


I. Impact of Freed Exchange Rates is Considerable 


In 1994, after the government instituted major foreign 
exchange and capital reforms, a 5.3 billion U.S. dollar 
surplus was realized viewed from a macroeconomic 
standpoint. But from a microeconomic standpoint, that 
was mainly because of the industry's reliance on leasing 
and importing aircraft. 


Since the beginning of 1980, CAAC has successively 
leased or purchased more than 260 aircraft, accounting 
for 83.1 percent of all aircraft in service. Freeing of 
foreign exchange rates resulted in raising the interest 
payment cost to the industry by 60 percent. Although 
passenger airfares were raised by 20 percent, the added 
revenue could not offset the exchange losses which 
further aggravated the fixed cost burden of the industry. 


Il. General Decline in Passenger-Occupancy, 
Cargo-Load Ratios and Productivity is Major 
Reason for Industry’s Unfavorable Economic 
Returns 


In 1994, the government adopi. a series of macroe- 
conomic control measures, tightened monetary supply 
and caused the passenger and cargo air transport mar- 
ket to contract. In the last two years, transport capacity 
of airlines under CAAC jurisdiction increased by about 
30 percent which in turn lowered the “three ratios” of 
air operation. The aircraft daily utilization ratio declined 
from 9,233 ton-km per hour in 1992 to 8,688 ton-km 
per hour in 1994; passenger occupancy ratio on sched- 
uled flights dropped from 78.4 percent in 1992 to 69 
percent in 1944, down 9.4 percent. In 1994, the ratio in 
domestic airlines was 73.5 percent, down 13.6 percent; 
in the international airlines was 57.7 percent, down 2 
percent; in regional airlines was 56.3 percent, down 22 
percent —compared to 1992. 


The airline cargo-load ratio also declined from 64.6 
percent in 1992 to 56.8 percent in 1994. In this context, 
the ratio in domestic airlines was 58.4 percent; in 
international airlines, 55.9 percent; in regional airlines, 
44.9 percent—down 11.2 percent, 2 percent and 15.5 
percent respectively compared to 1992. The decline of 
the “three ratios" caused the airlines’ fixed costs to 
rise, which impact directly on economic benefits of the 
industry. The situation was particularly striking in 1993 
and 1994. 
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Ill. Rising Fixed Costs Resulting From Rising 
Prices of Materials and Fuel 


Because of implementation of new accounting proce- 
dures, the old system of interest payment after tax was 
changed to the current one of interest payment before 
tax. Interest payments on loans alone totalled 3 billion 
yuan. Of course, there are deep-seated contradictions 
and other problems which continue to affect the man- 
agement and operating mechanism, and these are im- 
portant reasons for the industry's unfavorable economic 
returns. 


Highway and Waterway Transport" 


Compared to other sectors in the industry, reforms in the 
highway and waterway sectors have been more rigorous, 
but their economic benefits are nevertheless generally 
declining and losses increasing. In the highway transport 
sector, one-third of the trucking enterprises suffered 
losses, the others were operating at a slim profit margin. 
In the first half of 1995, in the waterway transport sector 
under government jurisdiction, only the Shanghai Sea 
Transport Department and Zhongyuan Transport Group 
were operating at a profit, the other four companies 
suffered declining profit. Regionally, many state-owned 
transport enterprises are in economic difficulty. Many 
are operating in debt. This situation resulted from deep- 
seated problems such as inadequate system reform and 
the implementation of the new “dual-principle” taxation 
system, but the following several reasons also should 
not be overlooked: 


I. Equipment and Facilities Out-Dated and Aging, 
Transport Capability Declining Gradually 


For a long period of time, the state-owned transport in- 
dustry had to borrow to pay for technological reforms; 
continued operation of aging vessels and vehicles de- 
spite their state of disrepair or beyond their useful life is 
relatively common. Based on incomplete statistics, the 
average ratio of new equipment and facilities in vari- 
ous state-owned transport sectors is around 50 percent. 
Given constraints such as aging equipment and capi- 
tal shortage, the stated-owned sector cannot compete on 
equal footing with trucking businesses operated by in- 
dividuals or groups, and the former gradually is losing 
its leading position. 


The same situation applies to the waterway transport 
sector with its aging boats and vessels. A large ma- 
jority of state-owned passengers vessels serving the 
Changjiang River were built in the 1970's, even the 
1960's and 1950’s, and only 70 percent of the ves- 
sels are fully equipped. Take as an example the largest 
state-owned coastal transport company, which operates 
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29 passenger vessels: the vessels are all poorly outfit- 
ted, 25-30 years old, and have reached their “retirement 
from service” date. China’s coastal transport industry 
also faces a new challenge: because of the low safety 
rating of some of the aging vessels, these will likely not 
be allowed to dock in ports under the global network of 
international port supervision. 


Il. Rising Prices of Fuel, Materials and Equipment, 
Especially of High-Grade Oil, Created Dilemma of 
Low Transport Charges Versus High Fixed Costs 


Sichuan and Guizhou are two provinces with many nav- 
igable rivers which play an important role in the river 
transport industry. In recent years, due to sharp rises 
in fuel and steel prices, the industry has confronted the 
dilemma of having no fuel to operate the vessels and 
no steel to build them. The Changjiang Boat Transport 
Company in Chongqing is a major state-owned water- 
way transport company employing 20,000 workers and 
using 15,000 tons of oil yearly for operation, but be- 
cause of the increased cost of oil, the company lost over 
100 million yuan in 1993. 


Ill. Aw Eavironment For Fair Competition Still Not 


Fully Developed, Various Burdens on Industry Still 
Heavy 


At present, the large and medium-size state-owned 
transport companies are still bearing the burden of pro- 
viding stable, lifetime employment. These companies 
are generally 20-30 percent overstaffed, and with the re- 
dundant personnel come larger expenditures. The ratio 
of retired to working personnel is large, generally 2:1; 
in some cases, it is close to 1:1. Expenditures for living 
costs, health and medicare care, housing and welfare of 
retirees are very large. Yet the jointly funded, village- 
township, privately owned and individual-operated en- 
terprises enjoy the preferential "two waivers and one 
half-payment” policy for a certain period of time; with 
the unequal conditions, state-owned companies invari- 
ably are at a disadvantage in competition. 

For state-owned companies to overcome the various dif- 
ficulties, not only is improvement in the external envi- 
ronment needed, but reform of the industry's internal 
system is also required. In terms of the latter, the fol- 
lowing measures should be adopted: 

Railway: 

1. Concentrate on the key areas of establishing a modern 
enterprise system and proceed to reform the entire 
industry. 

2. Change the role of government vis-a-vis enterprises: 


promote changes in the enterprise operating mechanism. 
The Railway Ministry and subordinate organs should 
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speed up the pace of reforming their role, focusing at- 
tention and effort on such macro-management aspects as 
providing appropriate unified guidance for transport op- 
eration, undertaking long and medium-range planing for 
building rail networks, making rational use of construc- 
tion capital. insuring control of state-owned assets, and 
changing the old approach of direct micromanagement. 
At the same time, eliminate the long-standing practice of 


"gross receipts, expenditures, and disbursements,” per- 


fect the use of “direct control” over the balance sheet, 
and deepen fiscal system reform. 


3. Adjust the enterprise structure and introduce in 
Stages transport management system reform. Focus on 
adjusting the span of control in enterprise management, 
reducing layers in management and, with personnel 
skill and productivity as a foundation, trimming or 
eliminating personnel working in areas not directly in 
line with management objectives. 


4. Further speed up the pace of market-economy ori- 
ented reforms. On the basis of principles such as decen- 
tralizing authority, simplifying procedures, minimizing 
time delay and accommodating the needs of cargo ship- 
pers, speed up the introduction of reform in cargo trans- 
port planning; operating on such principles as charging 
higher fees for new routes, negotiating flexible transport 
prices, charging higher prices for premium services, ac- 
tively promoting transport pricing reform. 


Highway, Waterway Transport: 


1. Accelerate the cultivation and development of mar- 
kets for highway and waterway transport. Break up mo- 
nopolies among regions, between government depart- 
ments and within the industry; develop market mech- 
anisms and encourage competition. In addition, while 
actively promoting development of privately operated 
transport businesses, guide them to adopt various modes 
of operation such as cooperative shareholding and joint 
operation and gradually toward large-scale operation. 


2. Strengthen macroeconomic coordination and perfect 
management of the industry. Emphasize the mainte- 
nance of basic equilibrium between transport supply and 
demand, improvement of the industry structure and ra- 
tional deployment of transport capacity. It is also nec- 
essary to strengthen market supervision, suppress unac- 
ceptable operations such as illegal transport and obstruc- 
tionist activities, and steadily promote transport pricing 
reform and adoption of standard transport prices. 


3. Change the existing mechanism and establish a sys- 
tem which strengthens enterprise management. Give 


emphasis to granting independent operating authority to 
transport companies, clearly establishing the basis for 
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investment of state-owned assets, and gradually bring- 
ing about the separation of government and enterprise. 
At the same time, strengthen the ability of transport 
enterprises (0 reorganize or adjust their structural com- 
ponents, integrate available capital assets and raise the 
level of economic benefits. Finally, strengthen internal 
Management of the transport industry and lower its fixed 
costs. 


Civil Air Transport: 


1. Introduce as soon as possible modern enterprise 
system reform in the three large civil air corporations 
as well the other airline companies, improve their 
scientific management and make them truly independent 
enterprises responsible for their own profits and losses. 


2. Apply appropriate control on the rate of growth and 
channel its direction toward the goal of gaining eco- 
nomic benefits. Strictly control enlargement in the size 
of aircraft fleet, and vigorous!y improve the "three ra- 
tios” of operation. Reorganize management of air routes 
and flight schedules, consolidate the market, and vigor- 
ously raise the industry's international competitiveness. 


In terms of the external environment, the following 
integrated reforms need to be carried out if the industry 
is to overcome its difficulties: 


1, Pricing Policy 


Because of the different stages of market development 
in the various transport sectors, take suitable measures 
to reform the pricing system, keeping in mind the dif- 
ferent circumstances facing the various sectors, In the 
highway and waterway transport sector, where the mar- 
ket has sufficiently developed, turn pricing over to the 
enterprises and a!!.w the market to make the adjust- 
ments. The civil . ‘ansport market has also developed 
sufficiently, so air .argo prices can henceforth be freed 
and the enterprises given greater authority to determine 
prices. Adjust passenger airfares in coordination with 
changes in the exchange rate. For companies which do 
not yet meet all the conditions, actively create the nec- 
essary conditions ai. help them advance gradually. As 
for the rail transport sector, because of its rather strong 

basis, market development has lagged behind 
other sectors. In adjusting the transport price level and 
in establishing a modern enterprise system, we should 
gradually reduce the a: . of centrally planned transport 
and open up larger areas to market price adjustment. In 
the planned transport area, we should also change the 
state-set prices and allow the enterprises to set prices 
given a certain range based on market conditions; in the 
area open to market price adjustment, the market should 
set prices with the government exercising macroeco- 
nomic Management. 
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2. Fiscal and tax policies 


Transport activities which serve public welfare objec- 
tives should be separated from those for commercial 
profit; in the former case, activities serving people's 
livelihood based or government policy and those serv- 
ing specific policy goals, such as transporting materials 
needed for agriculture, by students and the military, for 
emergency rescue, border transport need and in minority 
regions, the Finance Ministry should provide subsidies. 
In terms of taxation, tax policy should support the con- 
struction of transport infrastructural facilities. Because 
in the course of the "Ninth Five-Year Plan, the burden 
of principal and interest payment will remain heavy, and 
because fiscal conditions of the transport industry have 
seriously deteriorated, the government should therefore 
waive repayment for some of the loans and turn the re- 
maining outstanding loans into investment by the gov- 
ernment in the transport industry. 


*PRC: Disparities in Personal Income Outlined 
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(FBIS Translated Text) 


Just How Wide Is the Personal Income Gap? 


We are not likely to forget the talk in the mid-1980's 
about "surgeons making less money than barbers” and 
“pediars of tea leaves and eggs" making more than 
missile developers." By that time, our widening income 
distribution gap had already become a very sensitive 
matter, being not only a popular topic of discussion on 
the streets, but also for a time a burning issue of great 
concern for the NPC and CPPCC. And by now, the issue 
is no less fractious, as can be seen in many areas: 


The personal income gap is widening sharply. Through- 
out China, five million households, or about 2 percent 
of all households, have annual incomes of over 50,000 
yuan, with around | million having individual house- 
hold assets of more than | million yuan; even the ac- 
cumulation of 100 million yuan in assets has become 
nothing unusual. But meanwhile, most employees still 
have very low incomes, with approximately 12.5 mil- 
lion urban residents, or 5 percent of all urban residents, 
being in a poverty-stricken state of less than 160 yuan 
per Capita income a month and, in particular, more than 
60 million people in our vast inland rural areas have not 
yet completely escaped poverty. 

The trade income gap is growing sharply. \n lines such 
as finance, insurance, catering, and tourism, employee 
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income varies from 3,000-5000 yuan a month, while 
in jobs such as textiles, instruments and meters, and 
handicrafts, employee income of 300-500 yuan a month 
is still considered not bad. 


The enterprise income gap is similarly sizeable. In 
the same industry, employees of developed enterprises 
have steadily growing incomes, with "annual surpluses,” 
while the employees of certain losing enterprises draw 
only certain minimum subsistence wages. 


The regional income gap is very glaring. The gross 
domestic product GDP income of one county seat in 
our coastal developed zone can exceed that of a whole 
inland province, while employee income in developed 
zones can be several or dozens of times that in backward 
regions. In 1994 for instance, per capita GNP was 
only 49.6 percent of the national average in Guizhou, 
but 376.4 percent in Shanghai. And in 1994, average 
{annual)] wage income topped 7,000 yuan in Shanghai 
and Guangdong, while being less than 3,500 yuan in 
Jiangxi and Henan. 


The urban-rural income gap is widening further. State 
Statistics Bureau data show China's urban-rural [rural 
: urban) gap to have widened from 1984's | : 1.60 to 
1 : 2.53 by 1993. On a nationwid »asis, comparing 
the 20 percent of our high income urban households to 
the 20 percent of our low income rural ones shows an 
income gap of 13 times, which is high by international 
standards. 


The income gap by economic form [of ownership] is 
growing sharply. The income of individual and private 
enterprise employers often grows in a geometric pro- 

while that of ordinary employees, including 
those working for government and institutions, grows in 
only a limited way. The pertinent data show that of reg- 
istered private enterprise employers throughout China 
in 1993, 238,000 had incomes of over 50,000 yuan a 
year, for average registered capital of 286,000 yuan, in- 
Cluding 8,587 with assets of more than | million yuan, 
and ove: © with 100 million yuan in assets each. Pri- 
vate ente prise employers and individual industrial and 
commercial household operators had average savings 
deposits in 1993 of 37,000 yuan, 10 times more than 
urban residents. 


Through What "Means" Is the Income Gap 
Widening? 


We need to look for the answers here by going to the 
sources of the income gap change. 


The dual track system. The dual track system brought 
about by the gradual reform route has had many neg- 
ative effects on our socioeconomic lives. As to its im- 
pact on our income gap, the dual track system of prices 
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(interest and exchange rates) has enabled those in con- 
trol of planned price goods to get rich quick, with their 
countless annual “rents” having become a crucial bar- 
gaining chip in slanting income distribution toward such 
‘leaseholders’. And the dual track system of income dis- 
tribution has given those working in the market dispo- 
sition system income equal to their contribution [remu- 
neration based on output), while leaving the income of 
those working in our traditional distribution system of- 
ten divorced from their contribution. 


2. The change in our distribution principle and distri- 
bution order. The distribution principle of “diverse dis- 
tribution forms coexisting with mostly distribution ac- 
cording to work" emphasizes not the dominance of dis- 
tribution according to work, but rather the legitimacy of 
other distribution forms (nonlabor [nonwork] income). 
In contrast to labor income, as nonlabor income, par- 
ticularly capital income, is characterized by exponential 
growth, and it is even more unequal. 


3. The unequal starting line for economic players [in 
the race] to market access. Before reform, as resources 
were rationed, it was often the case that "the baby that 
cried the loudest got the most milk," that allowed the 
enterprises and departments holding the most resources, 
particularly those in short supply, to gain a certain “born 
with a silver spoon in the mouth” advantage. The income 
gap created by such unequal starting line resource 
holdings was quite obvious, and can consequently 
explain to a certain extent our enterprise, departmental, 
and regional income gaps. 


4. The difference in policy preference. \n \ine with 
our gradual reform route, China's system reform and 
economic development measures differed somewhat by 
regional and departmental circumstances, mainly in that 
they granted some coastal zones, some cities, some 
industries, and some enterprises various preferential 
policies. That left such zones, sectors, and enterprises to 
assume fewer burdens on the one hand, while attracting 
resources from other regions, sectors, and enterprises 
on the other. This left the residents of such zones to 
enjoy the advantage of the cumulative effect, and to 
consequently earn higher incomes than residents in other 
regions. 


5. Insider control. While insider control helped to 
increase state enterprise vitality to a Certain extent, that 
was limited. Once such limits were exceeded, it allowed 
enterprise personnel to divide up state assets, or to make 
some enterprise profits on their own through bribing 
the departments in charge. That is the major reason 
why enterprise contractors and operators were able to 
become high income recipients. 


fe — shied ee 
is prohibited without permission of the copynght owners. 


FBIS-CHI-96-125 
27 Jume 1996 


6. The exchange of power for money. Due to our 
unsound (economic, political) systems and legal system, 
which were lacking in oversight and restraint, some 
departments and officials diverted their public authority 
to nonpublic exploitation, capitalizing on their power. 
Such exchange of power for money gave certain people 
close to the center of power abnormally high incomes. 


7. Our unsound tax system. Collecting a progressive 
income tax from those with high incomes is a key means 
for controlling the income gap. But in 1994, China's 
personal income taxes made up only 1.6 percent of 
our industrial and commercial [business] tax revenue. 
And while such low personal income taxes show that 
China is still quite poor, they show even more that 
China’s personal income tax management is backward. 
This enables the incomes of the high income group to 
grow faster and to do so over the long term. 


8. Ineffective compensatory steps. In most recent years, 
the employees of inefficient enterprises and the semi- 
unemployed have seen an absolute decline in their 
income due to inflation. While China has set up a 
social security system, the cost of which makes up 
10 percent of our GNP, it is concentrated mostly in 
our cities, leaving the social security for our vast 
rural areas still very weak. And while China's cities 
also have a host of subsidies, their distribution is 
quite unequal, with the higher the income, the more 
subsidies enjoyed. An analysis by a Chinese Academy 
of Social Sciences (CASS) Economic Institute task force 
found that in 1988, the 10 percent of high income 
households received four times the subsidies of the 10 
percent with low incomes. Such ineffective and unequal 
compensatory steps are widening our income gap in 
another sense. 


On “Staying on the Same Frequency” to Prevent a 
“Rich-Poor Crisis” 


Just as a coin has two sides, the income gap as a social 
phenomenon has both a rational side, as well as an 
undeniably negative effect. So on the one hand, we need 
to fully encourage getting wealthy through competition, 
treating a rational and orderly income gap as a pillar of 
social progress, while on the other, we should not let 
the income gap widen without limits; in particular, we 
need to limit the abnormal income gap. 


So the key to “keeping the child from falling into 
the puddle” is to keep efficiency and fairness “on the 
same frequency,” instead of “setting off on two separate 
routes,” to prevent a recurrence of the "rich-poor crises.” 
1. We need to tighten our opportunity control. creating 
a social climate of fair competition. As an unreasonable 
gap between rich and poor is created by social inequal- 
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ity, tightening our opportunity control, to create a so- 
cial climate of fair competition, will be a crucial means 
for eliminating the unreasunable gap between rich and 
poor. It is only when opportunity is equal that the gap 
between rich and poor is genuinely founded on reason- 
able grounds. This means that we need to establish fair, 
just, and open rules of competition, standardizing our 
market order, so that all have equal development op- 
portunity, and that every player in market competition is 
equally authentic, and should enjoy a certain amount of 
power and assume the corresponding obligations. Gov- 
ernment in particular, as the macroeconomic regulator 
and controller of our market economy, needs to con- 
scientiously convert its functions, standardizing its own 
actions, to keep it from taking part in competition as 
a market player, and to prevent ‘the pursuit of rent for 
power’ (collecting private ‘rent’ for public power). 


2. We need to establish sound profa restraint forces fo- 
cused on law and regulation, to standardize our profi 
distribution order. \n our current initial stage of market 
economy development, we need to pay particular atten- 
tion to building a sound system of market legislation, to 
better coordinate our pertinent policies and institutions. 
Meanwhile, we need to adhere to the norm of observing 
and enforcing the law strictly, rigorously standardizing 
our market order and the actions of our market players. 
Through establishing a set of effective profit restraint 
forces, we will tighten our regulation and control of 
profit distribution, alleviating the gap between rich and 
poor to make it more reasonable, to ensure that the in- 
dividual pursuit of wealth gets on the standard track of 
both profiting the individual, as well as benefiting oth- 
ers in society. 


3. We need to bring into full play the government's 
function of regulating the macroeconomic flow of social 
wealth, giving more social support to low income levels. 
The cumulative effect of wealth easily causes the rich to 
get richer and the poor to get poorer. In order to prevent 
this, the government needs to take steps to break up the 
overconcentration of wealth, to rationalize the income 
distribution order, as well as to perform the very crucial 
function of raising the minimum income and subsistence 
level for the poor. The ideal minimum would be based 
on the living standards of the time, setting a poverty 
line below which the living standards of the majority of 
the poor would not go. In light of China's reality, our 
rural areas still contain a poverty-stricken population 
and in our Cities a “new poverty-stricken population,” 
is emerging, the government needs to provide more 
support to the poor, to raise their income, secure their 
basic subsistence terms, and help them onto a path for 
casting off their poverty and getting wealthy as quickly 
as possible. That will be not only an effective means for 
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keeping the gap between rich and poor from growing 
without limits, so as (© make our society more just, but 
is also a crucial way to preserve social stability so 
that we can all get wealthy together. 


*PRC: Price Institute Analyzing Third Quarter 
Inflation, Forecast 
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being lower for July than 1995's regulation and control 
goal for inflation, or at 14.6 percent, and dropping 
further to 12.3 percent for August. The estimated 
September “tails” impact was 8.6 percent, making the 
new price rise factor sharply lowes than for August, or 
so that in contrast to the same period 
of 1994, the retail price index was around 11 percent (for 
September}, about 12.6 percent for the third quarter, and 
approximately 16.5 percent for the first three quarters 
{of 1995). 


The considerable volatility in the prices of some prod- 
ucts was the most marked feature of the third quarter. As 
to the extent of price changes, while the rise in grain 


prices remained highest, at 28.5 percent for July and 
26.4 percent for August, the gradual decline in the rise 
of grain prices that they lost their standing in af- 
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of feed. The rise in the price of meat, vegetables, and 
eggs drove food prices to rebound, abruptly raising the 
monthly link relative retail price index from -0.7 per- 
cent for July to +1.4 percent for August. 


But as to the dominant inflationary trend of certain prod- 
ucts such as grain, the shift to mostly seasonal and 
supply and demand structural volatility for some prod- 
ucts indicated that inflation had undergone a substan- 
tive change, or that the factors that had been causing 
the overall price rises had completely disappeared, with 
price volatility steadily subsiding within its natural cy- 
cle to a relatively lower level, so that overall inflationary 
pressure was down sharply. The China Price Informa- 
tion Center's 5 September forecast of the price changes 
for 29 key farm and sideline products showed the de- 
veloping trend for farm and sideline product prices in 
September, as well as verifying the judgement that price 
volatility would be less. Of the 29 products, 13 prices 
rose, while 16 dropped, to make decline the dominant 
trend. By category, grain had two varieties that rose and 
three that fell, with the highest rise being for polished 
long-grain glutinous rice at 3.34 percent, while flour and 
corn fell respectively 4.03 percent and 8.43 percent; of 
the 10 vegetable varieties, four rose and six fell, with 
green peppers up 9.13 percent and eggplant down 9.05 
percent; in the meat, poultry, and egg category, four 
prices rose and two fell, with fresh pork prices that had 
previously risen back down 1.51 percent, but egg prices 
up 2.75 percent. It is thus obvious that September price 
rises were certainly smaller. 


1995 Trends: While the Regulation and Control 
Goal Is Achievable, Price Volatility Still Needs To 
Be Controlled 


The sustained two-month negative value for the monthly 
link relative price index in June and July, which pulled 
the price rise factor down from 5.0 points in May to 
3.74 points by July, brought about a sharp turn in the 
overall price trend, changing the annual [1995] inflation 
rate from above 15 percent to near 15 percent, and even 
possibly lower than that macroeconomic regulation and 
control goal. And while the new price rise factor for 
August reached a high of 1.4 percent, it still could not 
change this overall price trend. 


What the annual inflation rate will actually be will 
depend mainly on fourth quarter price change. The 
past several years of experience show that the fourth 
quarter has more factors triggering overall price rises, 
mainly that a large part of the year’s investment is 
realized in this quarter, with individual wage and bonus 
income growing more, and the public consumpuon of 
enterprises and institutions also more concentrated at 
year’s end, making for a sudden increase in market 
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purchasing power. But a careful analysis of 1995 
conditions shows the following features that differ from 
past years: 

1. There is little possibility that investment demand will 
pull prices up sharply. Due to the sharp adjustment of 
our macroeconomic policy, our 1995 economic growth 
rate is slowly declining. To prevent a recurrence of 
inflation, the central government is not expected to ease 
its control of fixed asset investment much by the end of 
1995. Meanwhile, due to the tight control since 1994, 
investment product market demand is not brisk, meaning 
that as to both production capacity and commodity spot 
supply, there is ample room for adjustment. So even 


investment in July put the January-through-July fixed 
asset investment growth at only 14 percent, clearly in 
a quite low state. As the January-through-July renewal 
and upgrading investment was up only 8.9 percent 
from the same period in 1994, even seeing negative 
growth in cight provinces and municipalities such as 
Beijing, Tianjin, and Jilin, there are likely to be certain 
adjustments in our macroeconomic policy, to suitably 


policy and market demand, they will not have too great 
an impact on the investment product market. 


2. Consumer goods prices are up only a little. In general, 
current consumer goods supply and demand are quite 
stable. As to certain key farm and sideline products 
such as grain, meat, eggs, and vegetables that have 
more impact on the consumer goods price index, market 
supply and demand have alrcady eased sharply. So even 
if seasonal price volatility occurs, overall price rises will 
not be too large. Meanwhile, as fourth quarter prices 
rises per se do not have too great an impact on the 
year’s price index, it is estimated that the average new 
price rises will be slightly higher for the fourth quarter 
than for September, at about 0.6 percent. 


So our estimated fourth quarter new price rise factor 
will be about 1.8 percent, of which around 0.3 percent 
will show up in our 1995 price index, while the 
other 1.5 percent will “tail off’ into 1996. So our 
estimated [fourth quarter} new price rise factor will 
be approximately 4.5 points, putting our 1995 retail 
price rises at around 14.5 percent, slightly lower than 
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the impact of natural seasonal changes on farm and side- 
line product output or alternating change in commod- 
ity costs and prices. But no matter what factors create 
it, the price volatility will still actually cause volatil- 
ity in consumer inflation expectations and a decline in 
the living standards of some low-income residents, to 
lower the social impact of the state’s inflation-control 
policy. So while past major causes of inflation have dis- 
appeared and new ones have not yet formed, the state 
should seize the opportunity to take various economic 
and administrative steps, doing all possible to reduce 
the extent of price volatility. With our macroeconomic 
regulation means still quite weak, we could first regu- 
late the price volatility produced by alternating cost and 
price change, starting by increasing feed output, supply, 
and price control, to prevent volatility similar to that 
in 1995 hog and egg prices. Meanwhile, we could pro- 
ceed to increase vegetable production bases and rectify 
market circulation order, expanding the impact of the 
"food basket project,” to reduce as much as possible the 
seasonal volatility in vegetable prices. State annual eco- 
nomic planning should correspondingly invest more in 
the "food basket" and "rice bag” projects, to raise our 
Capability in controlling seasonal volatility in farm and 
sideline product prices. 


*PRC: Shanxi Governor Projects Development 
Opportunties 

96CE0293A Hong Kong KUANG-CHIAO CHING 
[WIDE ANGLE] in Chinese 16 Apr 96 

No 283, pp 56-58 


[Article by Hsiang Chin (4382 3830): “Seize the Oppor- 
tunity To Develop Shanxi—An Interview With Shanxi 
Governor Sun Wensheng"(1327 2429 5110)} 


[FBIS Translated Text} Located in the western part of 
North China, Shanxi is not only a major province in 
China's Bohai Rim Economic Region, but also serves as 
a bridge linking the eastern coastal area and western hin- 
terland. In recent years, Shanxi's geographical and re- 
source advantages have drawn the attention of overseas 
entrepreneurs. As of the end of 1995, the province had 
approved the establishment of 1,587 overseas funded 
enterprises with a total registered overseas capital of 
$1.087 billion. The amount of overseas capital actually 
used in the province had totaled $977.13 million, in- 
cluding $370.82 million in overseas loans and $606.31 
million in direct investment by overseas businesses. 


Shanxi’s Five Characteristics in Using Overseas 
Capital 
In a recent interview with this reporter, Shanxi Governor 


Sun Wensheng said that, during the Eighth Five- 
Year Plan period, his province utilized $1.8 billion of 
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overseas capital, about 20 times more than the amount 
used during the previous Five-Year Plan period. During 
this period, he added, Shanxi's utilization of overseas 
Capital showed five characteristics: 


First, the scope of investment expanded gradually, 
whereas the investment mix became more rational. 
Of the overseas investment projects in the province, 63.8 
percent were in the industriai field. While most of the 
industrial investments were concentrated in such lead- 
ing Categories as machinery, electric appliances, metal- 
lurgy, coal mining, chemical industry, building materi- 
als, textile and other light industries, and food process- 
ing, new progress was made in soliciting inbound in- 
vestments in postal, telecommunications, and high- tech 
projects. Meanwhile, investments from overseas in in- 
frastructure showed a tendency to soar. All these gave 


rose steadily year after year. It was $624,000 in 1993 
and climbed to $891,000 in 1994, an increase of 
42.8 percent. In 1993, 39.27 percent of the negotiated 
overseas Capital was actually brought in and invested in 
projects. In 1994, the percentage rose to 61.29 


at 


the sources of overseas capital became di- 
In the early period of reform and opening- 
inbound investments came from Hong Kong 
wan. These investments accounted for 81.6 per- 


He 


while stabilizing cooperation with Hong 
iwan, Shanxi has promoted cooperation 
with business firms in European countries, the United 
States, and Japan. As China’s major province rich in en- 
ergy and other resources, Shanxi has gradually received 
international attention. Quite a number of big consor- 
tia and multinational companies have shown interest in 


; 
z 
- 


plant renovation, comprehensive agricultural develop- 
ment, and projects of program controlled telephones and 
microwave communications. 
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Fourth, foreign exchange earned through exports by 
the three kinds of overseas funded enterprises [Sino- 
overseas joint ventures, Sino-overseas cooperative — 
enterprises, and wholly overseas-owned enterprises | 
grew quickly, and among the projects with invest- 
ment from overseas, there was a gradual increase 
in new and high-tech projects as well as foreign ex- 


change generating export projects. In 1995, the three 
kinds of overseas funded enterprises produced 12.5 per- 


cent more foreign exchange through exports than they 
did in the preceding year. 

Fifth, overseas investment projects quickened the 
technological upgrading of large enterprises and as- 
sisted in developing the province’s industrial econ- 
omy. The Taiyuan Heavy Machinery Plant has raised 
its technological level to a great extent by introducing 
advanced technologies from abroad for making 16 cu- 
bic meter power shovels, forged railroad car axles, and 
high speed steel strip rolling mills. In cooperation with 
a foreign country, the Taiyuan Mining Machinery Plant 
has turned out AM-500 coal mining combines, which 
have attained the same technological level as the product 
made in that country and, thus, have become a substi- 
tute for imports. The output of the Taiyuan Printing Ink 
Plant ranks first in Asia after it installed an imported 
production line. By importing advanced technologies 
and through technological transformation, the Changzhi 
Washing Machine Factory has enjoyed fame for several 
years as a factory whose products are trusted by con- 
sumers. And the Yuci Hydraulic Tools Plant boasts of its 
up-to-world standard technology for making hydraulic 
pumps after becoming a joint venture with a Japanese 
investor. 


Experience has proved that using overseas capital to 
achieve fast, healthy development of the economy is 
an indispensable part of Shanxi’s economic work, said 
Governor Sun Wensheng. 


Five Major Measures for Soliciting Overseas 
Investment During the Ninth Five-Year Plan Period 


Looking forward to the future, Governor Sun Wensheng 
said that during the Ninth Five-Year Plan period, 
Shanxi will further emancipate its thinking, make bold 
explorations, and courageously blaze a new trail to 
use more overseas capital in a faster and better way. 
Concrete measures are as follows: 


First, unremitting efforts will be exerted to implement 
the general guideline of “utilizing overseas capital ag- 
gressively, rationally, and effectively,” established by 
the central authorities. In this regard, Shanxi will prop- 
erly guide overseas investors in making investments 
based on the province's actual needs with a view to opti- 
mizing the investment mix. Positive efforts will be made 
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to bring overseas investments into the following fields: 
energy and transportation projects, the raw-material in- 
dustry, other basic industrial and infrastructure projects, 
new and high-tech projects, foreign exchange earning 
export projects, projects aimed at the all-around devel- 
opment of agriculture, forestry, animal husbandry, and 
sideline production, as well as agricultural projects us- 
ing new technology and turning out new products. In 
particular, encouragement will be given to using over- 
seas Capital to speed up the technological transformation 
of big and medium-sized state-owned enterprises and to 
improve, upgrade, and update the products of township 
industries. To sum up, investment from overseas will be 
introduced in such a way as to effectively help optimize 
Shanxi’s industrial structure. 


Second, further efforts will be made to improve the 
investment environment and enact sound laws and 
regulations. At present, a number of key infrastruc- 
ture projects have been completed and put into oper- 
ation. The Taiyuan-Yangguan Expressway, which links 
Shanxi with Beijing, Tianjin, Hebei, and Shandong, will 
be fully open to traffic in June this year. Shanxi now 
has seven double-track electrified railways linking the 
province directly with such seaports as Qinhuangdao, 
Qingdao, Yantai, Shijiugang, and Lianyungang. In ad- 
dition, the Hou- Yue Railway (from Houma to Yueshan), 
which was completed and became operational ahead 
of schedule, and the Suo-Tang Line (from Suozhou to 
Tanggu), which will be built in the Ninth Five-Year 
Pian period, will give the province a new route to the 
sea coast. Meanwhile, the Taiyuan airport expansion 
project has been by and large completed. A new ter- 
minal building and a new big runway, which can ac- 
commodate Boeing 737 and MD-82 passenger aircraft, 
have already been put to use. Taiyuan is now operat- 
ing 41 air routes and has scheduled flights to and from 
Hong Kong. Program controlled telephone systems are 
now available in the province's 118 counties (districts); 
these systems are up to the advanced domestic stan- 
dard for telecommunications. A number of newly built 
or renovated star class hotels have appeared in Taiyuan 
and other major cities. In Taiyuan, both the airport and 
inland transportation port have been officially opened. 
The provincial government has also attached great im- 
portance to improving the soft environment for invest- 
ment. Sound laws and regulations have been established 
to protect investors’ interests, while every effort is made 
to provide them with state-of-the-art services in accor- 
dance with the international practice. 

Third, aggressive efforts will be made to explore new 
ways of cooperation with overseas businesspeople and 
open broad channels for international fund-taising and 
financing. The Shanxi provincial party committee and 
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government have decided in the next 15 years to 
unswervingly continue the “large-scale opening, exten- 
sive economic and trade development, and big mar- - 
ket" strategy and adopt diversified ways to encourage 
overseas businesspeople to invest in the province. In 
addition to joint ventures, cooperative businesses, and 
wholly-overseas- owned enterprises, bold steps will be 
taken to create conditions for trying new cooperative 
methods commonly used internationally, including BOT 
(build-operate-transfer), cooperation and transfer, partial 
share transfer, and use of money advanced through in- 
ternational financing. With regard to key projects in the 
fields of basic industries and infrastructure, which re- 
quire large amounts of capital and take a long time to 
yield returns, Governor Sun revealed that Shanxi will 
study, explore, and adopt some new ways of cooper- 
ation. For example, foreign investors may be allowed 
to buy foreign exchange to recover their investments or 
to bring out their profits through compensatory trade if 
they invest in power, telecommunications, and other in- 
frastructure projects that can generate foreign exchange. 
The general principle, Governor Sun said, is to create 
step by step an environment for overseas and domestic 
investors to compete on an equal basis, so that overseas 
businesspeople will receive the “same treatment as Chi- 


Seizing the Excellent Opportunity of Westward 
Development 


Fourth, Shanxi will fully exploit its advantages in rais- 
ing the quality and level of its work in the use of over- 
seas capital. According to Governor Sun Wensheng, 
currently the state is putting stress on attracting foreign 
investment into central and western China, and Shanxi 
will take this exce’'ent opportunity to work out an over- 
seas Capital utilization program based on its Ninth Five- 
Year Plan. It will coordinate the efforts of all sec- 
tors in the province to open wider in all domains and, 
based on the experience gained in the past, impzove 
the work on inbound investments, offer still better ser- 
vices, and increase the province's attraction to overseas 
investors. Solid, scrupulous work will be done to truly 
solve concrete problems in this respect. For example, 
domestic funding requirements and infrastructure con- 
struction projects in support of key projects with invest- 
ment from overseas will be included in the province's 
overall economic development plan. A special fund will 
also be established for making appropriations in support 
of such projects. Among the construction projects orig- 
inally planned for domestic investment, some may be 
open to overseas investors if the projects conform to 
the guidelines for using capital from overseas. This will 
make it possible to combine domestic construction funds 
and overseas capital into an organic whole for overall 
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planning, thereby solving the shortage of domestic funds 
accommodate funded projects. Another step 
be is to implement a “three yields” policy— 
of yielding market, shares, and interests—for 
in which overseas investors are encour- 


ut 


more efforts will be devoted to managing overseas 
caterprises. With the fast growing number of 
funded enterprises in Shanxi, Sun Wensheng 
it is all the more important to strengthen their 
after they have been established. It is 
change the tendency of “paying attention 
approving their establishment, but ignoring their 


L 


1 


96CE0333A Hong Kong CHING CHI TAO PAO 
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No 13, pp 22-23 


{Report on interview with Nankai University vice pres- 
ident, Professor Pang Jinju (6614 6930 5112), by Wang 
Kuei-chen (3769 7608 5256); place, date, and occasion 
not given: “China's Macroeconomic Policy for the Ninth 
Five-Year Pian Should Be Reasonably Tight") 


{FBIS Translated Text] China's macroeconomic policy 
for the Ninth Five-Year Pian is a burning issue of sharp 


Policy 
the Mid and Late Eighth Five-Year Pian. and Macroe- 


conomic Policy Development Prospects for the Ninth 
Five-Year Pian.” 
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The Eighth Five-Year Plan: Alarm But No Danger, 
with Cautious Optimism 


{Wang} What is your assessment of the macroeconomic 
regulation and control success of the Eighth Five-Year 
Plan and the current economic situation as the essential 
grounds for setting the macroeconomic policy direction 
for the Ninth Five-Year Pian? Would you first please 
comment on this matter? 


(Pang) In analyzing China's economic situation, we 
need to emphasize the essence, the mainstream, the 
overall situation, and the developments, which are the 
prerequisites for making a scientific evaluation. During 
the Eighth Five-Year Plan, from the last half of 1992 to 
the first half of 1993 the Chinese economy had exces- 
sive growth rates, with a too brisk investment growth, 
chaotic financial order, too fast price rises, and exces- 
sive real estate, development zone, and securities fevers, 
for a so-called “bubble economy.” Faced with that situ- 
ation, the government instituted a macroeconomic pol- 
icy whose basic direction was retrenchment, tightening 
credit, rectifying the financial order, cutting back the in- 
vestment scale, and reducing fiscal spending. After two- 
plus years of efforts, these steps have achieved marked 
success. The Chinese economy is now developing in 
a sound direction, which can be seen mainly as fol- 
lows: Our economic growth rate has declined to a state 
of steady strength, with our 1995 GDP up 10.2 per- 
cent from 1994. Our too fast inflation momentum has 
been initially curbed, with our 1995 retail price index 
down from 1994's 21.7 percent to 14.8 percent. Our 
investment of fixed assets [IFA] has been effectively 
controlled, with our 1995 national IFA up 18.8 percent 
from 1994, for 12.6-points less growth than in 1994. 
The domestic market is brisk and flourishing, with our 
international payments well balanced, our fiscal situa- 
tion relatively stable, and individual incomes growing 
quite fast. But we also need to note that China's eco- 
nomic development is now also suffering from certain 
problems that are in urgent need of solution, mostly as 
follows: While our rising inflation momentum has been 
curbed, the fundamental factors driving price rises have 
not been eliminated, with our rate of price increases 
remaining quite high. With a severe shortage of agri- 
cultural input and a yearly decrease in arable land, the 
problem of lagging development remains glaring. Some 
state enterprises are facing production and operating dif- 
ficulties, with rising losses. Our urban unemployment 
rate is rising, with rural unemployment surfacing, so 
that our unemployment pressures are growing steadily. 
And our regional economic deviopment gap is widen- 
ing. All of which is effecting the sound development of 
our national economy, to obstruct intensified reform. In 
short, the current Chinese economic situation is one of 
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successes coexisting with problems, with hopes existing 
along with difficulties. That is the reality that we must 
face up to when setting our basiC macroeconomic policy 
direction for the Ninth Five-Year Plan. 


The Ninth Five-Year Plan: Reasonable Tightness 
with Timely Adjustments 


[Wang] In light of that analysis, what macroeconomic 
policy do you hold that China should pursue in the Ninth 
Five-Year Pian? 


{Pang} There is in fact now much controversy in main- 
land theoretical circles over the macroeconomic policy 
that China ought to pursue for the Ninth Five-Year Plan. 
My observation is that there are mainly three views, one 
favoring reasonable tightness, one standing for reason- 
able easing, and one advocating overall stability and 
structural adjustment. I lean more to the first one, hav- 
ing noted that for the Ninth Five-Year Plan, the ba- 
sic macroeconomic policy directions for the Chinese 
economy should be overall reasonable tightness, with 
caution against abnormal! volatility, timely force adjust- 
ments, and an emphasis on structural adjustment. My 
main grounds are: 


1. During the Ninth Five-Year Plan, China’s key 
macroeconomic regulation and control missicr is to 
ensure the sustained, balanced, and sound develop- 
ment of the national economy. Our experience and 
basic projections show that for the next five years, 
the Chinese economy will continue to maintain its 
growth momentum since reform and opening, or fast 
growth. But as to China, the most crucial issue is not 
whether it can maintain fast growth, but rather how 
to prevent abnormal economic volatility, to maintain 
sustainable economic development and raise economic 
efficiency and development quality. And to prevent 
abnormal volatility and maintain sustainable economic 
development, a reasonably tight macroeconomic policy 
is a quite wise choice. 

2. During the Ninth Five-Year Plan, as China's high- 
inflation threat will still exist, a reasonably tight macroe- 
conomic policy will be needed to eliminate that threat. 
Since reform and opening, China has experienced infla- 
tion four times, roughly once every four years. And each 
cycle of inflation shows that the price rises are higher 
each time than the time before, for an upward spiral. The 
current inflation cycle started in 1992, peaking in 1994, 
and starting to decline in 1995. And while it appears 
that our 1995 price rises were kept within the range set 
at the beginning of the year, a deeper look shows that 
the factors causing inflation have certainly not been es- 
sentially eliminated. For instance. our economic system 
has not yet been changed from the traditional one to 
a market economy, our growth form has still not been 
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converted from extensive to intensive, and our economic 
efficiency is poor, with our agricultural base weak and 
our grounds for increased effeetive supply not solid, 
while our excessive money supply that has accumulated 
over the years has not yet been completely withdrawn 
from the field of circulation. And meanwhile, with our 
1995 price- rise rate having remained high, a consider- 
able amount of our inflation control occurred through 
certain hardly sustainable administrative steps. In light 
of which, continuing a tight macroeconomic policy dur- 
ing the Ninth Five-Year Plaa will help to prevent even 
more severe inflation, to promote the sound develop- 
ment of our national economy. 


A General Regulation and Control Plan: 


Emphasizing Reform, with the Priority on 
Improvement 


{Wang} As some are concerned that a macroeconomic 
policy oriented toward tightness will be unfavorable to 
intensified reform and economic development, what is 
your view? 


[Pang] While such concern is understandable, it is 
certainly not all-encompassing. As both reform and 
development need a good economic climate, pursuing 
a reasonably tight policy aimed at our current still 
quite severe inflation, as well as to prevent abnormal 
economic volatility, is precisely to create a better 
macroeconomic climate for reform and development. If 
we were to suffer sharp economic volatility and severe 
inflation, just how could we effectively intensify reform 
while expecting our national economy to develop in a 
sound way? But of course, reasonable macroeconomic 
tightness certainly does not mean unlimited tightness, 
and even less so indiscriminate tightness, but rather 
timely adjustments of the tightness dynamic in line with 
steadily changing economic conditions, as well as an 
emphasis on structural adjustment. And meanwhile, as 
reasonable tightness also needs to be aimed at promoting 
sound economic development, which is dependent on 
intensified reform, it is very necessary to stress the 
following points: 


1. Our macroeconomic regulation and control force 
needs to be reasonable. Macroeconomic regulation and 
control involves two crucial matters, or setting the ba- 
sic regulation and control policy direction and control- 
ling the regulation and control force. Once the basic 
macroeconomic regulation and control policy direction 
has been set, a crucial matter is to flexibly control the 
regulation and control force. If the regulation and con- 
trol force is too great, it can easily stifle the economy 
while, if it is too weak, it will be inadequate to solve 
the economic inflation problem. During the middie and 
latter part of the Eighth Five-Year Plan, as we paid at- 
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tention to this matter in our macroeconomic regulation 
and control, with our whole tightening process stressing 
a “soft landing” instead of “brake slamming,” the shock 
from this tightening was somewhat less than in previous 
ones. And as China is likely to experience a new round 
of volatility in the Ninth Five-Year Plan, to minimize 
as much as possible its scope and keep it within a nor- 
mal range, it will be particularly important to take cer- 
tain anti-"cyclical” policy steps on the macroeconomic 
level, as well as to stress control of our regulation and 
control force, so that our general regulation and control 
plan can be adjusted in a timely way in line with the 
new state of operations of the national economy. 


2. We need to emphasize structural regulation and con- 
trol. As to the chronic problems in the Chinese econ- 
omy, in addition to the general one that is expressed in 
demand inflation, structural imbalance is another one. 
The most glaring manifestations are our backward agri- 
culture, our lagging tertiary industry, and our power, 
raw materials, and transportation and communications 
being unsuited to our economic development needs. In 
Western countries with developed market economies, 
macroeconomic management is focused generally on 
dealing with the overall relations of the national econ- 
omy, leaving structural matters to market disposition. 
Bui in China’s current stage, where our market economy 
is not yet developed and our market system is imperfect, 
it is not so possible to leave structural issues to market 
resolution alone. So they need to be supplemented by 
macroeconomic regulation and control. During the mid 
and late Eighth Five-Year Plan, as our macroeconomic 
regulation and control did not pursue the strategy of 
“first breaking everything down, and then not putting 
it back together again,” emphasizing structural tighten- 
ing instead, and not indiscriminately tightening down 
on industries that were in short supply in our national 
economy along with other industries, but rather giving 
them support and investment preferences, it promoted 
the structural optimization of our national economy. So 
in the Ninth Five-Year Plan, we need to make further 
explorations, giving more prominence to structural reg- 
ulation and control. 


3. We need to intensify macroeconomic management re- 
form to make our regulation and control more scientific. 
Macroeconomic regulation and control definitely needs 
to be market-based, bringing the role of market forces 
into full play, to avoid the excessive use of adminis- 
trative means. in all market-reconciled economic fields 
and activities, we need to let the market do the regu- 
lating. Goverament regulation and control needs to be 
mainly overall macroeconomic regulation and control, 
structural adjustment, and regulation and control of the 
econom: order and certain crucial economic activities, 
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using means such as industrial policy, fiscal methods, 
and monetary policy to solve crucial problems such as 
resource and public interest adjustments, so that market 
forces and macroeconomic regulation and control can 
both be brought into full play. During the mid and late 
Eighth Five-Year Plan, we made a series of crucial re- 
forms in our Macroeconomic management system, with 
our macroeconomic regulation and control using mainly 
a series of economic means to establish mutual coordi- 
nation and restraint forces among planning, finance, and 
banking. And in the Ninth Five- Year Plan, we need to 
further improve our regulation and control to make it 
more scientific. 


4. We need to pursue a differentiated regional regula- 
tion and control policy. As China is such a large country, 
with varying regional development levels, the economic 
operating state’s 01 Our various regions are not wholly 
identical. But when a central tightening policy comes 
out, its demands on all regions are identical, making it 
hard to avoid the real consequences of “the honest get- 
ting the worst of it and the fastest horse taking the beat- 
ing,” which is also one of the reasons why every tight- 
ening encounters to varying degrees a various amount 
of resistance by certain localities and enterprises. So 
during the Ninth Five-Year Plan, we need to strive to 
macroeconomically grasp the economic operating real- 
ities of all regions, so that in our nationally centralized 
macroeconomic policy, we can consider the differences 
of all regions to practice differentiated regulation and 
control. 


*PRC: More Funding for Township Enterprises 
Promised in 1996 


96CE0303A Beijing NONGMIN RIBAO in Chinese 
23 Apr 96 pl 


[Article by Wang Zenong (3769 3419 6593): “The 
Battle is at Hand, All Officials are Preparing, the 
Century is Turning, with Brave New Armies in a 
Certain Clash of Wills— Financial Support to Township 
Enterprises is Increasing in 1996"} 


{FBIS Translated Text) It is often said that “proper 
preparations should be made in advance.” So financial 
support is of crucial importance to township enterprises, 
which are the most vigorous economic growth point 
of China's national economy. Particularly as 1996 is 
the first year of the Ninth Five-Year Plan, if township 
enterprises get a good start on realizing their own 
Ninth Five-Year Plan blueprints, it will give them a 
solid foundation, so that they can better meet the great 
challenges of the new century. I recently learned the 
good news from the concerned parties that the funding 
support (to township enterprises] in all areas throughout 
China is mostly better than in past years. 
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The news from the China Aricultural Bank is that the 
state is about to approve the plan for the annual lending 
of 500 million yuan to the township enterprise cast- 
west cooperation project, with those loans projected to 
be granted to ail areas in April. With that plan having 
been implemented in all provinces only by June of 1995, 
and the real amount of the lending having reached 520 
million yuan by the end of 1995, it is projected that the 
situation will certainly be better in 1996. 

As for the two autonomous regions in which township 
enterprises have been developing faster in recent years, 
it can be seen that the funding support is much better 
than in past years. 


The Inner Mongolian AR party committee and govern- 
ment have drawn up 30 “Provisions on Speeding Up 
Township Enterprise Development,” which have set 10 
financing channels and investment ratios for increased 
investment in township enterprises. They include 4.6 
million yuan in AR revenue loan discounts, 46 mil- 
lion yuan in revenue working capital, 50 percent of 
"Spark Project” loans, all “trade, industry, and agri- 
cultural” project and minority nationality special pur- 
pose discount loans, 5 percent of industrial enterprise 
technological upgrading loans, 30 percent of poverty- 
relief support funds to agricultural development, and 60 
percent of poverty relief loans, as well as special pur- 
pose loans to large grain producing counties and multi- 
purpose agricultural development funds. Most of these 
funds will arrive, increasing yearly. Meanwhile, the AR 


way down to the individual. For instance, in the funding 


support to priority township-enterprise counties, town- 
ships, and enterprises, the [AR] Planning Commission, 


was up from 1991°s $ million yuan to 25 
for 1992, to 30 million each for 1993 and 
1994, and again to 35 million for 1995. In addition, 


it has also set aside | million yuan for the early 
Stage and training costs of aid projects to poverty- 
stricken areas. Meanwhile, the AR is also setting aside 3 
million yuan in revenue each year to reward prefectures 
(cities), counties, townships, villages, and enterprises 
that contribute to township enterprise development. 
Central China has also been unwilling to fall behind 
as to financial support policy. Sichuan Province has 
added anonther 10 million yuan to its 1995 50 million 
in provincial support to township enterprise working 
Capital, bringing it to 60 million for 1996. Hubei has 
decided to further increase its financial support to 
township enterprises, with all banks providing sharp 
support, and its revenue support to [township enterprise] 
working capital up from 20 million yuan to 50 million. 
And Hubei has also provided that a set percentage 
of the funds in the provincial project “to invigorate 
Hubei through scientific education" will go to township 
enterprises, with over 60 percent of the provincial 
funding for “support to the war on key problems” also 
going to township enterprise development. 


And in the eastern China zone where township enter- 
prises are developed, Shanghai Municipality is setting 
aside 100 million yuan in revenues a year as special pur- 
pose loan discounts for township enterprise technolog- 
ical upgrading, which has become an institution there. 
The detailed sharing percentages by municipal revenue, 
county (district) revenue, and the borrowing enterprises 
are respectively 15 percent, 25 percent, and 60 percent. 


It is understood that along with the better financial 
support in 1996, all areas are also generally intensifying 
their leadership of and other policy support to the 
development of township enterprises, while drawing up 
detailed development plans in line with their respective 
conditions. So it can be projected that in the final years 
of the century, a great army of well funded township 
enterprises will come leaping into the broad world arena, 
displaying their skills to the full. 


*PRC: Symposium Discusses Problems, Reform of 
State Enterprises 

96CE0306A Beijing JINGJIXUE DONGTAI 
[ECONOMIC DYNAMICS] in Chinese 18 Mar 96 

No 3, pp 34-36 


{Article by Shu Zhijun (5289 1807 6511), affiliated with 
the Zhongxin International Studies institute; edited by 
Ji Long (1323 7893): “A Brief Review of Several Issues 
Involved in State Enterprise Reform") 


{[FBIS Translated Text] From 2 to 6 November 1995, 
the China Management Science Institute held in Beijing 
a “Symposium on a Development Strategy for Large 
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and Medium Enterprises in the Late 1990s" and, on 14 
November, the State Administration of State Property 
[SASP] held a "Symposium on State Enterprise Reform 
and Development Theory.” Having attended those two 
symposiums, I am now introducing as follows the key 
views presented at them on state enterprise reform by 
the leaders of the pertinent government departments and 
certain specialized academics. 


I. Problems and Reform Difficulties Facing State 
Eaterprises 


A. Problems Facing State Enterprises 


1. The state enterprise standing in our national economy 
is slipping. State Statistics Bureau data show that in the 
16 years from 1978 to 1994, the ratio of state industry 
output value to all industrial output value dropped from 
1978's 81.56 percent to 38.23 percent by 1994, down 
43.33 points in 16 years, for an average decline of 
2.7 points a year. If the decline continues at that rate, 
by the end of the century, our state economy will be 
insignificant, with our state enterprise advantage and its 
dominant role in our national economy having become 


nothing but talk. 


2. State enterprises are sustaining severe losses. The 
pertinent data show that in recent years, one-third 
of state enterprises have been sustaining overt losses, 
another third have suffered covert losses, and only one- 
third are making a profit. And since the last half of 1995, 
the combined ratio of state enterprises sustaining overt 
or covert losses has reached roughly 80 percent. State 
enterprise losses are up 25 percent from the last half of 
1994, with over 90 percent of losing enterprises being 
medium and small state-owned ones. 


3. State enterprises are saddled with a very heavy tax 
burden. State Economic Relations and Trade Commis- 
sion (SERTC} data show that from 1980 to 1993, the 
state enterprise tax burden has averaged 86 percent, far 
higher than the overseas enterprise tax burden of 30-40 
percent, while “the three kinds of foreign trade," town- 
ship, and private enterprises have enjoyed the preferen- 
tial policy of a low tax burden. China's state enterprises 
have long been subject to an income tax rate of 55 per- 
cent, while that rate is only 15 percent for “the three 
kinds of foreign trade enterprises” in SEZ's, which have 
Only one- half the flow in tax burden of state enterprises, 
and enjoy the preferential policy of "three years exemp- 
tion and two years reduction " Township enterprises en- 
joy a tax policy of SO percent reduction, while private 
enterprises have an even lighter tax burden. On such un- 
equal terms of competition, state enterprises have lost 
their self accumulation and development capability. 
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4. State enterprises are subject to a too heavy social bur- 
den. The data show that in state enterprises, employee 
welfare facilities such as housing, health care, schools, 
and shops make up 15- 20 percent of gross assets, with 
retirees accounting for 20- 25 percent of all employ- 
ees, and redundant personnel (surplus workers} making 
up around 20-30 percent of all employees. The pen- 
sions and unemployment insurance benefits (manifested 
in wages) of retirees and surplus workers alone account 
for over 50 percent of payrolls. This social welfare bur- 
den on enterprises adds to the state enterprise burden on 
the one hand, while affecting enterprise profit making 
ability on the other. 


5. The state enterprise burden is excessive. SASP data 
show that in 1994, after the 124,000 state industrial and 
commercial enterprises throughout China had invento- 
ried their assets and funds, they had gross assets of 
4.13701 trillion yuan, with gross liabilities of 3.10491 
trillion yuan, for an equity-debt ratio of 75.1 percent. 
In 1994, the paid-in capital [issued capital stock] of 
China’s 124,000 inventoried state enterprises made up 
around 18.4 percent of their gross state assets, 6.6 points 
below the international norm for minimum capital re- 
serves (of 25 percent or more). Such heavy debt and 
severe lack of cash capital severely imbalanced the en- 
terprise debt capital ratio, which averaged in 1994 a high 
of 335.7 percent for the inventoried enterprises through- 
out China, topping 400 percent for medium and small 
State enterprises, to reach the danger point. Many state 
enterprises are now dependent on high debt to maintain 
their operations, with their excessive debt, and profits 
not meeting interest payments, forcing them to borrow 
to pay old debts, which leaves them in the vicious cycle 
of high debts — high financing costs — low profits — 
low capital reserves — higher debts. 


B. State Enterprise Reform Difficulties 


1. The difficulty in separating business management from 
government administration. In recent years, certain re- 
sponsible government departments of an industrial na- 
ture have suddenly changed their identity on the pretext 
of state assets authorized operation, to become holding 
companies for operating state assets. Such “renamed” 
companies have actually sharpened the conflict where 
government administration becomes inseparable from 
business management. 


2. The asset turnover [flow, liquidity] difficulty. While 
State assets can be hedged and appreciated only through 
circulation {or if they are in liquid form], China's 
currently listed “corporate shares” are actually still 
hardly in normal circulation [or negotiable]. As property 
rights [equity] transactions caused severe state asset 
losses for a time, the state ordered the abnormal state 
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asset transactions in all areas to be stopped. But as it has 
been hard in the short term to establish a standardized 
equity transaction market; state asset turnover, sale, and 
trading are now essentially in a state of stagnation or 
semi-standstill. 


3. The difficulty in converting [operating] forces. The 
internal management mechanisms of many state enter- 
prises are still unsuited to the needs of market competi- 
tion; there are quite glaring problems of bloated estab- 
lishments, extensive operations, reckless expansion, the 
substitution of contracts for better management, sticking 
to the old ways, and shortsighted behavior. 


4. The self-accumulatiom difficulty. While China’s state 
eaterprises now account for only a little over one-third 
of our national output value, their tax payments make 
up nearly two-thirds of our national tax revenue. Such 
an unfair tax burden makes it hard for state enterprises 
to evolve self accumulation and development forces, 
leaving them unable to compete on equal terms with 
nonstate enterprises. 


5. The difficulty in casting off the burden. As state en- 

terprises and their social welfare facilities have become 

bloated establishments with many retirees and surplus 

workers, until our social welfare forces are established, 

the social welfare burden borne by enterprises will re- 
velopment. 


strain state enterprise de 


6. The difficulty in discharging [liquidating] debts. Since 
the “change from appropriations to loans” in 1981, the 
state revenue sector no longer invests in state enterprise 
construction and expansion, with such appropriation in- 
vestments having been changed to loans from special 
banks. And in 1983, the state enterprise working capital 
supply was also changed to bank loans. But meanwhile, 
the Ministry of Finance [MOF] has stopped appropriat- 
ing credit funds, while requiring state special banks to 
pay each year about 40 billion yuan in interest income 
taxes. So with the state tax revenue sector collecting 
centralized receipts from but not providing centralized 
spending for state enterprises, it leaves the state enter- 
prises with heavy debt and interest burdens, which has 
formed the “ever worsening despite all efforts" problem 
of “triangular debt.” 

Il. Vartous Theoretical Stands on the Establishment 
of a Modern Enterprise System 


A. There are now a number of diffcring views on 
what constitutes a modern enterprise [business] 
system, which can be summed up in the following 
three ways. 

1. “The theory that property rights are decisive.” This 
viewpoint holds that the state enterprise problem is 


ECONOMIC AFFAIRS 39 


"rooted completely in the property rights issue,” with 
the “sham disposition of property rights,” "lack of sep- 
aration between business management and government 
administration,” and “unclear rights and obligations” be- 
ing the basic limiting factors in state enterprise vitality. 
So the basic way to revitalize state enterprises is to 
reform their property rights system through “incorpo- 
ration,” reforming state enterprises into limited liability 
companies and joint stock companies limited. 


2. “Management determinism.” This doctrine holds that 
“clear- cut property rights" and “business management 
separate from government administration" will have 
little effect on state enterprise vitality and efficiency. As 
property rights are merely a primary term for enterprise 
survival, the establishment of a corporation certainly 
does not mean that its system will meet the needs 
of a modern market economy. So a modern business 
system needs to be grounded in a modern business 
science management system suited to market economy 
development needs. 


3. "The integrated reform management theory.” This 
view is actually a compromise and combination of the 
above two. It holds that both “property rights deter- 
minism" and “management determinism" have both ra- 
tional and onesided parts. Giving overriding status to 
property rights reform, to substitute reform for better 
management, is a deviation of “substituting reform for 
better management,” which in fact is a continuation of 
the past “substitution of contracting for better manage- 
ment.” Without a modern scientific management system 
suited to the forces of market competition, enterprises 
can hardly survive in competition. But if property rights 
reform is overlooked, with state enterprises remaining 
government “appendages,” and the government being 
the both the owner and the boss, to control enterprises on 
the model of our traditional planned economy, then no 
matter how scientific their business management, they 
will still be hardly suited to market competition needs. 
So substituting management for reform is a deviation 
of “replacing reform with better management,” which 
is also onesided. We need to reach an overall correct 
understanding of the four features of a modern business 
system as laid out by the central leadership, understand- 
ing that a modern business system implies an organic 
combination of a modern property rights system with a 
modern scientific management system. 


il. Pertinent Supportive State Policies for Large 
State Enterprises 


A. The policy of coordinated support for the 56 exper- 
imental [pilot program] enterprise groups [group en- 
terprises, consortiums]. Of the 56 pilot program con- 
sortiums, 34 groups are listed separately {authorized to 
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Ninth Five-Year Pian, with the approval of the State 
Administration of Taxation, qualified pilot progam con- 
sortiums can continue to be subject to the policy of 
centralized income tax payment by their parent compa- 
nies. Within certain limits, the excessive debt burdens 
of pilot program consortiums will be disposed of. Op- 
erations of scale by pilot program consortiums will be 
promoted, with takeovers of other state enterprises by 
pilot program group parent companies allowed in the 
form of free [uncompensated] asset conversion (trans- 
fer). 


B. Pertinent policies to resolve the excessive debt of state 


state-owned cash capital. 2) As to examined and verified 
bad debts and dead accounts, in line with the pertinent 
state provisions, they will be covered by bank bad debt 
reserves. 3) We will select some cities and enterprises 
to conduct pilot programs in debt liquidation and reor- 
among state finance, banks, and enterprises. 

superior enterprises, we will set up 
management (trusteeship] agencies, en- 

abling the debts of a group of related enterprises to be 
transferred to the debt trusteeship agencies, which will 
lighten the debt burdens of the related entrusted en- 
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terprises, while the trusteeship agencies reorganize and 
consolidate the entrusted enterprises. 5 We will sell [en- 
terprise) creditor rights to public intermediaries, which 
will reorganize, transform, and consolidate the enter- 
prises. 6) Debts among enterprises (not to banks), upon 
full consultation, can be converted from creditor rights 
to stock rights, with the enterprise cash capital reap- 
praised, and related enterprises reorganized into limited 
liability Companies. 

C. A brief summary of the drafting of related state 
enterprise reform measures to be put into effect by the 
state. 1) Experimental regulations on enterprise state 
asset investors are now being drafted by the MOF 
and SASP in coordination with the SERTC, State 
System Reform Commission [SSRC], State Planning 
Commission [SPC], and Ministry of Personnel[PM]. 
2) Experimental regulations on converting enterprise 
debt formed through the “change from appropriations 
to loans” into state cash capital are now being drafted 
by the SPC and SERTC in coordination with the MOF, 
People’s Bank of China [PBC], the Development Bank, 
and the PCB. 3) Detailed regulations on covering hidden 
losses on account and bad debts by respectively cash 
Capital and bad debt reserve funds are now being drafted 
by the PBC in coordination with the MOF and the 
SERTC. 4) Management regulations on property rights 
transactions are now being drafted by the SASP and 
MOF in coordination with the SSRC, SERTC, and 
Ministry of Labor. 5) Management regulations on the 
members of experimental enterprise boards of directors 
and supervisors are now being drafted by the PM in 
coordination with the Central Organization Ministry, 
SERTC, SSRC, SASP, and the All-China Federation of 
Trade Unions. 


*PRC: Economist Assesses 1996 Economy 


96CE0306B Harbin HEILONGJIANG JINGJI BAO 
in Chinese 12 Apr 96 pl 


[Article by Qiu Xiaohua (6726 2556 5478): “What Are 
the Main Economic Trends of 19967") 


(FBIS Translated Text} What will the Chinese economy 
be like in 1996? Will it grow at a sustained and 
rapid pace? And will inflation be controlled? These 
are questions of concern to all. In short, while the 
Chinese economy will do better in 1996, with its marked 
feature likely to be the initial realization of faster 
economic growth with lower inflation, there are still 
many problems, with the macroeconomic regulation and 
control [R&C] task still a very difficult one. 


On the demand side, while 1996 is likely to see overall 
demand staying in a stable growth trend, the overall 
pulling force will be weaker. 
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1. Investment demand will neither decline or rise 
sharply, being very likely to grow reasonably while 
remaining generally stable. On the one hand, potential 
investment demand will be greater, particularly as 1996 
is the first year of the new [Ninth] Five-Year Plan, so 
that the potential investment drive of all parties will 
not be weaker. Bul on the other, the government's 
announcement that it will neither change its reasonably 
tight macroeconomic policy nor ease up on its control 
of investment, will have a certain restraining effect on 
potential investment demand. So as investment demand 
will be affected by both positive and negative forces, 
that is precisely why its growth will be in a stable range. 
A number of signs show that it is quite likely to end up 
in a growth range of 15-18 percent which, corrected 
for inflation, will be real working growth of around 
10 percent, to play the proper role in stable economic 
growth. 


2. While consumer demand will remain in a general 
state, that is brisk but stable, it will grow no more than 
in 1995. This is related to both the current diversifi- 
cation of urban consumer fads and our uneven income 
growth. The past flood like consumption involving large 
amounts of money being directed at a particular com- 
modity is not likely to recur, with the greater probablity 
being selective consumption in line with respective in- 
come levels and consumer leanings. We project that our 
1996 consumer goods [sales] growth rate will be around 
20 percent which, corrected for inflation, will be real 
growth of about 10 percent, or roughly the same as in 
1995, which will stabilize our economic growth from 
the consumption side. 


3. Export or net import demand is quite likely to 
be obviously weaker, with its growth sharply lower 
than in 1995. That is because, as the further lowering 
of the export tariff rebate rate and persistently high 


But on the import side, as our tariffs are lowered 
and our domestic economy develops steadily, import 
demand will be steady but brisk, meaning that there is 
raed gm ng that we will maintain our sharp 1995 
foreign trade surplus, with the probability being that 
have a slight surplus or basic balance. This 


Particularly after two and one- half years of macroe- 
conomic R&C, the overall conflict between the supply 
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and demand of our society's resources is obviously im- 
proved. 


1. The huge bank deposit balance shows that banks 
have a markedly stronger capital supply capacity. In 
the last two years, banks and other financial institutions 
have had a deposit balance of hundreds of billions of 
yuan, with all financial institutions having seen the new 
phenomenon of a higher deposit than loan balance for 
the first time by the end of 1995. 


2. Our increased national foreign exchange reserves are 
likely to play a positive regulatory role in expanding 
our foreign economic scale. By the end of 1995, our 
national foreign exchange reserves had reached $73.5 
billion, to rank fifth in the world. 


3. Our overall bumper agricultural harvest will lay 
fine grounds for 1996 economic development. In 1995, 
China’s farm products such as grain, cotton, oil, sugar, 
and meat all saw increased output from 1994, bringing 
an initial improvement to our farm product supply 
shortage, which will be a crucial driving factor in stable 
economic development. 


4. Our transportation, communications, power, and raw 
material production and construction have all achieved 
further successes, with our basic industry and infrastruc- 
ture supply capacity markedly improved, which will be 
quite favorable to keeping our national economy grow- 
ing at a reasonable pace. 


As to the macroeconomic and social climate of our 
economic operations, we have formed an atmosphere 
for stable economic growth. Authoritative sources have 
noted that in 1996, banks will not do any further tighten- 
ing, not cutting back investment any more, rather acting 
in line with the call for “stable growth with lower prices” 
to pursue a slanted policy, which will further improve 
Our macroeconomic climate and economic order. And 
with the state having increased its investment support 
in the last quarter of 1995 to efficient enterprises that 
produce marketable goods, it has obviously increased 
its lending scale, that will help to ease the production 
and operating difficulties for some enterprises. 


In short, as there are many factors that are favorable 
to reasonable economic growth in the midst of general 
stability for 1996, short of any major mistakes or natural 
disasters, the Chinese economy is quite likely to operate 
in a growth range of around 9 percent with price rises 
of about 10 percent; this will lay fine good groundwork 
for meeting our goal of economic growth slightly higher 
But to genuinely achieve that in the final result, it will 
be most important to emphasize the three key links of 
investment, capital [funding], and agriculture, doing a 
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a 
good job of state enterprise reform and development, 
and promptly easing new conflicts in our foreign 
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PRC: Guangzhou Strengthens Campaign Against 
IMega! Publications 


OW1406113696 Beijing XINHUA in English 
1113 GMT 14 Jun 96 


{FBIS Transcribed Text) Guangzhou, June 14 (XIN- 
HUA) — The Guangzhou Customs Office has strength- 
ened its campaign against illegal publications, confis- 
cating more than 130,000 illegal audio and video pub- 
lishing materials since last November. 


In view of the fact that criminals usually smuggle the 
illegal publications into the country by land or maritime 
transportation, through the mail, or by secretly carrying 
the materials on themselves, the Guangzhou Custom 
Office, located in the capital city of south China's 
Guangdong Province, has drafted new regulations for 
protecting intellectual property rights, and held training 
Classes and tests for all the custom’s officers. Modern 
examination facilities have been also built to improve 
the efficiency of the examinations. 


Priority goes to the examination of small-sized ship- 
ments and mail. The Lianhuashan Customs Office cap- 
tured 35,000 pirated LDs [laser disks) and VCDs [video 
compact disks] in one mission, Dachan custom office 
intercepted 19,000 VCDs in April, and the Baiyun Air- 
port, the city’s largest airport, captured more than 200 
sets of LDs. 


The Customs Office has also cooperated closely with the 
local copyright bureau to learn the latest developments 
in overseas’ copyrights and to improve the task of 
identification. 


Groups have been formed to conduct surveys on illegal 
publications both inside and outside the border, and to 


analyze the smuggling channels. 


Departments concerned have expressed their desire to 
strengthen cooperation with the overseas’ copyright 
Organizations to get the latest information on intellectual 
property rights, in order to effectively crack down on 
illegal publications and protect the entry of legal audio 
and video products. UNCLAS IP 
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PRC: Guangdong Regulations on Maritime Areas 


OW0606040496 Guangzhou NANFANG RIBAO 
in Chinese 21 May 96 p4 


("Regulations of Guangdong Province on Managing the 
Use of Maritime Areas” promulgated by the Guangdong 
Provincial People’s Government on | April] 


{[FBIS Translated Text] Article 1. These regulations 
have been formulated in accordance with relevant state 
laws and regulations to strengthen the management of 
the utilization of maritime areas, develop and utilize 
maritime resources in a rational way, protect maritime 
ecologies, and promote maritime economic develop- 
ment. 


Article 2. The maritime areas mentioned in these regula- 
tions refer to intertidal zones, inland seas, and territorial 
seas bordering on the province's land areas. The estuar- 
ies of rivers and boundary lines between different mar- 
itime areas shall be approved by the provincial people's 
government after they are established by the provincial 
maritime and aquatic products departments in conjunc- 
tion with the provincial water conservancy department. 


Utilization of maritime areas referred to in these regu- 
lations denotes the development and utilization of the 
surface waters of maritime areas, the bodies of water in 
these areas, and seabeds and their underlying soil. 


Article 3. These regulations must be observed when the 
following exclusionary activities of development and 
utilization are carried out in a specific maritime area 
for more than three months: 


(1) Industrial, transportation, communications, and 
petrochemical projects; 

(2) Land reclamation projects; 

(3) Waste discharge and dumping projects; 

(4) Fishery, salt industry, and tourism projects; 

(5) Other sea utilization projects. 


Emergency repair work and disaster relief operations 
may be carried out before the procedures for gaining 
permission for using maritime areas are carried out with 
maritime administrative departments. 


Article 4. Maritime areas belong to the state. If other 
laws and regulations stipulate otherwise, the provisions 
of those laws and regulations shall apply. 


The right to use maritime areas may be established 
in accordance with the law or ceded to units or 
individuals. It may be leased, transferred, or mortgaged 
in accordance with the law. 
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The legitimate rights and interests of users of maritime 
afeas are protected by state laws. 


Article 5. The provincial people's government's mar- 
itime administrative department is in overall charge of 
the utilization of maritime areas. It is responsible for en- 
forcing state laws and regulations on the utilization of 
maritime areas; drawing up overall plans for developing 
and using maritime areas; coordinating the activities of 
maritime industries in developing maritime areas; orga- 
nizing efforts to implement these regulations; and exer- 
Cising management and supervision over the utilization 
of maritime areas. 


The maritime administrative departments of coastal city 
and county people’s governments are responsible for 
Managing and supervising the utilization of maritime 
areas in their administrative regions. 


The relevant departments of the provincial people's 
government and of coastal city and county people's 
governments shall perform their functions in accordance 
with relevant laws and regulations, by working with 
maritime administrative departments to strengthen the 
management of the utilization of maritime areas. 


Article 6. The principles of making unified plans, 
pursuing comprehensive utilization, combining rational 
development and protection, and "bringing benefits to 
whoever develops and utilizes” shall be applied to the 
utilization of maritime areas. 


People’s governments at all levels shall encourage and 
support those activities of development and utilization 
that are conducive to the proliferation of maritime re- 
sources and the protection of the ecological environ- 
ment. They shall strictly control construction projects 
that could alter the nature of maritime areas or affect 
the ecological environment. 


Article 7. The maritime administrative department of 
the provincial people's government and those of coastal 
city and county people’s governments shall, in conjunc- 
tion with relevant departments, draw up overall plans 
for developing and using maritime areas in accordance 
with economic and social development plans and in light 
of the natural resources in maritime areas. They shall 
submit the plans to the people's governments at cor- 
responding levels to gain approval for implementation, 
and to the maritime administrative departments at the 
next higher level as a matter of record. 

Article 8. Units or individuals that need to use maritime 
areas shall file applications to maritime administrative 
departments at or above the county level in the areas 
where the projects are located. They shall file reports 
at different administrative levels for examination and 
approval in accordance with the limits of approval- 
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granting authority specified in Article 11. The maritime 
administrative departments at the same level as the 
organizations that grant approval shall issue permits for 
using maritime areas. 


Where intertidal zones are used for purposes other 
than crop cultivation and fish farming, and for land 
reclamation, land departments shall, in conjunction 
with maritime, aquatic products, and water conservancy 
departments, organize experts to conduct feasibility 
studies and file reports to people’s governments at or 
above the county level. After the plans are finalized, the 
maritime administrative departments at corresponding 
levels shall issue permits for using maritime areas. 


Article 9. If maritime areas were put to use before the 

regulations are implemented, the projects in question 
shall be registered with maritime administrative depart- 
ments in accordance with the aforementioned provisions 
within one year after these regulations are implemented, 
and permits for using maritime areas shall be obtained. 


In transferring the right to use maritime areas, the 
consent of the organization that granted approval in the 
first place shall be obtained, and relevant procedures 
shall be carried out. In leasing or mortgaging the 
right to use maritime areas or in changing the uses 
specified in the permits for using maritime areas, 
relevant procedures shall be carried out at the permit- 
issuing organizations. 

Article 10. Units or individuals that apply for permis- 
sion to use maritime areas shall submit the following 
accompanying documents: 


(1) The opinions of relevant competent departments 
after reviewing the projects or documents of approval 
regarding the projects; 

(2) Plans for investment in the projects or in project- 
related fixed assets, and annual plans; 


(3) Topographic maps and layout plans on the maritime 
areas to be used; 


(4) Evaluation of possible impact on the maritime 
ecological environment and maritime resources, and the 
opinions of relevant departments after reviewing the 
evaluation reports; 

(5) Measures for rehabilitating the maritime areas fol- 
lowing their utilization; 

(6) In the case of cross-utilization of maritime areas, the 
opinions of departments that are involved as a result of 
Ccross- utilization. 

Article 11. Utilization of a maritime area covering more 


than 666.6 hectares is subject to approval in accordance 
with relevant state provisions. 
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utilization of a maritime area covering less than 666.6 
hectares but more than 100 hectares; a city people's 
shall approve the utilization of a maritime 
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provincial people’s government shall approve 
that could have a major impact on the mar- 
ecological environment or maritime resources, 
reclamation projects that could alter the nature of 
time areas, and salt industry projects. 


a project involves the utilization of an entire maritime 
a single application shall be filed in accordance 
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Article 12. The organization that granted approval in 
the first place shall retake, without any compensation, a 
maritime area whose utilization has been approved but 
which has been left idle or unused for more than two 


Article 13. Units or individuals who use maritime areas 
shall undertake to protect maritime resources and the 
ecological environment, and accept supervision and 
management by maritime administrative departments. 
Article 14. People’s governments at all levels should 
adopt measures to protect the following key maritime 
areas: 


(1) Special maritime protection zones and maritime 
nature preserves that are set up with official approval; 
(2) Maritime areas with complete, typical maritime 
ecosystems; 

(3) Maritime areas where rare and endangered marine 
fauna and flora grow, dwell, and multiply; 

(4) Maritime areas where species of great importance 
to maintaining the maritime ecological balance, such as 
coral reefs and mangroves, grow; 

(S$) Maritime areas where the cultural relics of mankind, 
natural historical relics, or typical natural landscapes are 
preserved: 

(6) Other maritime areas that need to be protected. 
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Article 15. No exclusionary projects of development and 
utilization may be built on segments of the coast that 
are suitable for the construction of deep-water berths, 
ports, or beach bathing facilities and that have been 
incorporated in the overall plans for developing and 
using maritime areas. 


Article 16. Disputes over the right to use maritime areas 
shall be mediated and dealt with at different levels under 
local jurisdictions. 

(1) Township, town, or county people’s governments 
shall mediate and deal with disputes over the right 
to use maritime areas between individuals or between 
individuals and legal entities. 


(2) People’s governments at or above the county level 
shall mediate and deal with disputes over the right to 
use maritime aréas between legal entities. 


(3) The next higher people’s government of both parties 
shall mediate and deal with disputes over the right to use 
maritime areas that fall within the same administrative 
region. 


If the parties concerned disagree with the way the 
dispute is handled, they may apply for reconsideration 
in accordance with the law or initiate legal proceedings 
in a people's court. 


Article 17. Before a dispute over the right to use a 
maritime area is settled, neither party may forcibly 
develop or use the area, change the current state of the 
area in dispute, or destroy existing facilities. 


Article 18. Except for public welfare programs, science 
research, education, and other uses specified by the 
State, the party that uses a maritime area shall pay user 
fees. Specific measures in this regard shall be drawn up 
separately. 


Article 19. People’s governments at or above the county 
level shall commend and reward units or individuals that 
have made remarkable contributions to using maritime 
areas or protecting the maritime environment. 


Article 20. If maritime areas are used without authoriza- 
tion in violation of these regulations or without regard 
for the requirements spelled out in user permits, or if the 
right to use maritime areas is illegally leased or trans- 
ferred, maritime administrative departments at or above 
the county level shall mete out the following punish- 
ments: 


(1) Issuing a warning; 


(2) Ordering the party concerned to withdraw from 
the illegally used maritime area or confiscating and 
dismantling its facilities: 
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(3) Revoking the permit to use maritime areas; 
(4) Imposing a fine of not more than 50,000 yuan. 


The aforementioned punishments may be meted out 
separately or concurrently. If the permit for using a 
maritime area is to be revoked, the approval of the 
Organization that issued the permit in the first place shall 
be obtained. 


Article 21. If registration procedures are not carried 
out in violation of the first paragraph of Article 9 of 
these regulations, maritime administrative departments 
at or above the county level shall set a deadline for 
completing such procedures. They may impose a fine 
of not more than 10,000 yuan. 


Article 22. Documents of approval regarding the use of 
maritime areas issued outside the limits of approval- 
granting authority in violation of these regulations 
are invalid. Maritime administrative departments at 
or above the county level shall retake the maritime 
areas whose use has been approved in this manner. 
In the event of economic losses, the approval-granting 
Organizations are responsible for making compensation, 

the ive liability of the people at fault 
be investigated. 


Article 23. In the event of destruction of maritime re- 
sources, the ecological environment, and key protection 
zones in violation of these regulations, maritime admin- 
istrative departments at or above the county level shall, 
in conjunction or in coordination with relevant depart- 
ments, mete out punishment in accordance with relevant 
laws and regulations. 


Article 24. If personnel at maritime administrative 
departments neglect their duties, abuse their powers, 
or practice favoritism, their units or higher competent 

shall take disciplinary action against them. 
If their actions constitute crimes, their criminal liability 
shall be investigated in accordance with the law. 


Article 25. If the parties disagree with an administrative 
penalty decision, they may apply for reconsideration in 
accordance with the law or initiate legal proceedings in a 
people's court. If they fail to apply for reconsideration or 
initiate legal proceedings after the prescribed time limit, 
while at the same time not carrying out the decision, 
the organization that made the decision shall apply to a 
people's court for compulsory action. 


Article 26. These regulations shall take effect on 1 May 


1996. 
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PRC: Li Tieying Inspects Hunan Province 


OW1906101996 Beijing XINHUA Domestic Service 
in Chinese 0848 GMT 14 Jun 96 


{By reporter Zhang Chunbao (1728 2504 0202)) 


(FBIS Translated Text] Changsha, 14 Jun (XINHUA) 
— In his recent inspection in Hunan, Li Tieying, mem- 
ber of the CPC Central Committee Political Bureau and 
State councillor, said that the key to bringing into play 
the advantages of central and western regions, accel- 
erating development, and narrowing the gap between 
these regions and the more developed regions in other 
parts of the country lies in the reform. Only by making 
more efforts in changing ideas can we bring about the 
changes in the economic system and the pattern of eco- 
nomic growth. It is necessary for central and western 
regions to emancipate the minds, make more efforts in 
reforms, seize current opportunities, and blaze new trails 
to promote rapid and comprehensive economic and so- 
cial development. 


From 3-14 June, Li Tieying inspected Yueyang, Chang- 
sha, Yiyang, Changde, and Jiangjiajie cities in Hunan. 
He inspected the reform and urban economic develop- 
ment, village and town enterprises, construction of small 
towns and cities in these five cities. He also delivered 
a speech at a provincial work meeting on the reform of 
economic structure held by the Hunan Provincial CPC 
Committee and Government. 


During his inspection, Li Tieying said: Hunan has 
achieved marked success in its reform. The province has 
gained many good experiences. For example, the pilot 
project of optimizing capital structure in Zhuzhou has 
invigorated large- and medium-sized enterprises, cre- 
ating a “Zhuzhou phenomena” which is well known 
around the country. Linxiang City has gained good ex- 
periences in turning some middle- and small-sized en- 
terprises into a stock- holding system. The overail land 
development in Huaihua Prefecture’s mountainous ar- 
eas has been carried out successfully. Changsha City 
has made fairly good success in separating middle and 
elementary schools from the enterprises that provided 
financial assistance to them previously. The drive of re- 
form and opening up has effectively promoted economic 
and social development in Hunan, leading to marked 
improvement in people’s living standard. As a major 
agricultural province, Hunan has shipped more than 70 
billion kilograms of grains to other part of the country 
since the founding of the republic. In recent years, the 
province exported 20 million heads of pigs each year 
to other provinces and regions. Hunan has made impor- 
tant contributions to national development, reform, and 
maintaining stability. 


1s report may contain copyrighted material. Copying and dissemination 
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Li Tieying said: Since last year, the Hunan Provin- 
cial CPC Committee and Government have initiated a 
project aiming al promoting the reform and development 
by emancipating the minds and changing ideas. Under 
this project, major leaders have led delegations to con- 
duct investigations in other provinces in a bid to learn 
something useful from them. Learning experiences from 
other provinces is indeed a very good idea because the 
practice enables people to emancipate their minds and to 
see Hunan from other provinces’ point of view. Hunan 
Province is equipped with the advantages of natural re- 
source, location, and agricultural, scientific, and techno- 
logical advances. It also has advantages of glorious rev- 
olution history and talented personnel. As to the back- 
wardness in the reform and development, Hunan should 
look squarely at them, analyze them, and correctly un- 
derstand them. The gap in development between central 
and western regions and coastal areas stems from the 
gap in the reform and opening up. The gap in the re- 
form and opening up comes from the gap in the efforts 
to emancipate the minds. The deeper the reform is, the 
more efforts are needed to emancipate the minds. 


Li Tieying continued: Emancipating the mind is in con- 
sistent with seeking truth from facts because only by 
emancipating the mind can we seek truth from facts. 
In carrying out reform, it is necessary to proceed from 
the realities in Hunan, that is, to proceed from solving 
the deep-seated contradictions and problems in Hunan’s 
economic development. Is there any future for a major 
agricultural province? Can an inland province develop 
rapidly? Can a province that is beset by shortage of 
funds and financial difficulties enjoy healthy develop- 
ment? The answers to these questions are affirmative. 
He said: It is necessary to proceed from realities, be 
bold in experiments and explorations, and take it as the 
fundamental criteria for judging various kinds of work 
whether it is conducive to the development of the pro- 
ductive forces of the socialist society, to the increase 
of the comprehensive national strength of the social- 
ist country, and to the improvement of people's living 
standard. We must grasp the overall situation and pro- 
mote development through the reform. Being a major 
agricultural province, Hunan has great advantages of 
agricultural resources. It is necessary to accelerate the 
pace of the industrialization of agriculture, quickly de- 
velop a group of small townships and cities, and push 
village and town enterprises to a higher stage. Although 
Hunan is an inland province, it is advantageously situ- 
ated. It is necessary to speed up the drive of opening up 
to the outside world, actively attract funds and talented 
personnel, and bring into play its various advantages to 
catch up with advanced regions. At present. Hunan ex- 
periences some financial and funding problems. It must 
actively cultivate new points of economic growth, try 
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every possible way to make good use of state- owned 
assets, and correctly guide investment orientation and 
structure, thus creating a benign circle. As long as Hu- 
nan makes more efforts in carrying out the reform, up- 
holds the principle of centering around the economic 
development, and speeds up the realization of two fun- 
damental shifts from the traditional planned economy to 
a socialist market economy and from being extensive to 
intensive, it certainly will bring about its potential and 
promote its economy even better and quicker. 


Li Tieying emphatically said: The Ninth Five-Year Plan 
Period provides an excellent opportunity for China's 
economic development. It also provides central and 
western regions with a fine opportunity for the acceler- 
ation of local economic development. He said: During 
the Ninth Five-Year Plan Period, central and western re- 
gions will have more advantages and opportunities than 
difficulties and challenges they might face. Therefore, 
Hunan should try to gear its economy toward the market 
economy as soon as possible and create powerful market 
competitiveness by grasping the opportunity of building 
an initial socialist market economy by the end of this 
century. Hunan should make good use of the oppor- 
tunity for industrial upgrading, industrial restructuring, 
and strategic reorganization of state-owned enterprises. 
It should initially adopt measures to carry out the adjust- 
ment, optimization, and upgrading of industrial struc- 
ture, try every possible way to invigorate state-owned 
assets, concentrate efforts to form large companies and 
large business groups, thus forming industries that can 
bring into play Hunan’s advantages and that can man- 
ufacture first-grade products. Hunan should improve its 
investment environment at a time when coastal areas are 
upgrading its industrial level and shifting its industries 
to inland areas and at a time when the development in 
the Chang Jiang valley is in full swing. While promoting 
new enterprises and industries, Hunan should strengthen 
its Cooperation with coastal areas in a joint effort to pro- 
mote prosperity and development. Hunan should carry 
out the state’s policies and promote sustained, rapid, 
and healthy economic development at a time when the 
central authorities attach great importance to readjusting 
economic growth, to narrowing the gap between central 
and western regions and eastern region, and to solving 
agricultural issues. 


Teport may contain copynghted matenal. Copying and dissemination] 
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Northwest Region 
*PRC: Qinghai Planning Commission Director on 
Economic lesues 
96CM0370A Xining QINGHAI RIBAO in Chinese 
6 Mar 96 p 3 


{Article by Su Sen (5685 2773), director of Qinghai 
Provincial Planning Commission: “Several Economic 
Issues in Qinghai During Ninth Five-Year Pian Period”) 


{FBIS Translated Text] The period of the Ninth Five- 
Year Plan represents the last five years of this century. 
To achieve the second strategic target of modernization, 
we need to do a great deal of work. Particularly we must 
earnestly study and tackle some major economic issues. 


Basic status of agriculture, and issue of pushing 

to a new height. Our historical experi- 
ence shows that all business flourishes when agriculture 
thrives. The entire situation is unstable, when agricul- 
ture withers. Agriculture is something which affects the 
national economy and the people's livelihood. To de- 
velop agriculture and animal husbandry during the pe- 
riod of the Ninth Five-Year Pian, we must truly give 
top priority to agriculture and animal husbandry in do- 
ing our economic work and conscientiously implement 
the various state policies in support of agriculture. In 
the face of the arduous task of increasing the rate of 
grain self- sufficiency during the Ninth Five-Year Plan 
period and of basically achieving grain self-sufficiency 
by the year 2010, we must, first of all, implement a re- 
sponsibility system of attaining given objectives at each 
level, and actual results. Second, we must 


should energetically develop several major projects to 
bring about an upswing in agriculture and promote an- 
imal husbandry in pastoral areas. In working out plans 
for national economy and making invest- 
ment in industry and agriculture, we must ensure that 


our investment in agriculture and animal hus- 
bandry, and ensure that all funds for agricultural capital 
construction and in support of agriculture and all aid- 
agriculture bank loans are readily available. Fourth, we 
must mobilize all the forces in the whole society, raise 
all funds for the development of agriculture and ani- 
mal husbandry, and encourage farmers and herdsmen to 


To push agriculture to a new height and increase the 
effective supply of farm products during the period of 
Ninth Five-Year Plan, we should firmly rely on scientific 
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one outstanding” in agricultural and pastoral production; 
vigorousiy develop water conservancy projects; and 
create favorable conditions for agricultural production. 
In the farming district in the east part of Qinghai, we 
must ameliorate medium- and lower- yielding farmland, 
increase the acreage of irrigated land, and strive to raise 
the per-unit yield. In the Huang He and Huangshui 
He valley floor, we must increase the multiple crop 
index and achieve better economic results. Meanwhile, 
we must make use of all our favorable conditions 
in climate, communications, science and technology, 
and all industrial and mining districts near cities and 
townships to energetically develop rural enterprises; 
produce more brand name, high-quality and special 
products; and build base areas for grain, oil-bearing 
crops, vegetable, fruits, meat, poultry, eggs, milk, and 
aquatic products. In the Qaidam Basin, we must develop 
several comprehensive farming projects, carry out large- 
scale farming in an appropriate manner, and build more 
base areas for grain and “nonstaple food.” We must also 
increase grain output in a relatively large scale through 
oasis farming. In the southern part of Qinghai and areas 
around the Qinghai Lake, we should develop some 
"projects for adequate food and clothing,” “projects 
to become fairly well off’ and “projects to become 
prosperous” in pastoral production; expand and raise the 
standards of local processing industries; and turn out 
more handicraft articles and brand name, high-quality 
and special products with national minority features. 
Efforts must be made to push our economy in the 
agricultural and pastoral areas to a new height by the 
end of the Ninth Five-Year Plan period; and create an 
economic situation full of life and vitality in Qinghai's 
agricultural and pastoral areas by the year 2010. 


It is necessary to increase the rate and change the mode 
of economic growth. During the period of the Ninth 
Five-Year Plan, we must, first of all, strengthen our 
infrastructural facilities in the development of energy, 
transportation and telecommunication, and further im- 
prove the existing poor conditions of our infrastructural 
facilities and basic industries. We must quicken our pace 
in Jeveloping pillar industries in the fields of hydraulic 
power generation, salt chemical engineering, petroleum, 
natural gas, nonferrous metals, and raw and semifinished 
products. Efforts must be made to step up our efforts 
in transforming our machine-building and light and tex- 
tile industries, turn out commodities in large quantities 
with a stable market, and build a number of key enter- 
prises with an output value of 100 million yuan each. It 
is essential to energetically develop the processing in- 
dustries, make the products more technology intensive, 
and increase their added value. Efforts must be made 
to turn out more brand name, high- quality and special 
products such as carpets and Chinese caterpillar fungus 
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which are readily marketable at home and abroad; open 
ous province wider to the outside world in an all-round 
manner, select a number of key development projects to 
attract investments from outside; and actively develop 


correctly handle the relations between the development 
of resources and that of infrastructural facilities, agricul- 
ture, animal husbandry, and other social undertakings. 


To speed up our economic development, we must carry 
out the following three tasks: 1) We must pay atten- 
tion to investment. 2) We must place emphasis on eco- 
nomic results. Without investment, there will be no eco- 
nomic growth at all. If the rate of growth is low, it 
will be impossible to revitalize the economy, achieve 
a leap forward, and raise economic efficiency. Exten- 
sive economy will inevitably lead to enormous wastes, 
and become an obstacle to sustained economic devel- 
opment. Therefore, during the Ninth Five- Year pe- 
riod, it is necessary to change an extensive mode to 


ments in developing a scale economy. To promote eco- 
nomic growth, we must mainly rely on scientific and 
technological advancement instead of mere investment 


eventually shift from an extensive mode to an intensive 
mode in economic growth. 


Deepen reform of state-owned enterprises. During the 
Ninth Five-Year Pian period, we must further deepen 
reform; solve deep-seated contradictions in the devel- 


opment of our national economy; straighten out some 
major economic relations; and regard the task of re- 
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forming state-owned enterprises as the core and the cen- 
tral task in preliminarily building the socialist market 
economic system. We must adopt effective measures to 
solve problems whereby property rights are not so clear, 
government administration is not separated from enter- 
prise management, economic performance is low, losses 
remains high, debts are heavy, and there are too many 
hidden unemployed workers in enterprises. We must ad- 
here to the principle of taking the publicly owned sec- 
tor as the mainstay, while striving for a simultaneous 
development of all economic sectors; and establish a 
modern enterprise system in which property rights are 
Clearly defined, government administration and enter- 
prises are separated, and scientific management is es- 
tablished. We must also carry out the strategic transfor- 
mation of state-owned enterprises by reorganizing stock 
assets. Corporations covering various industries should 
be allowed to establish companies to manage state as- 
sets in enterprises under their direct control. In deal- 
ing with enterprises with good economic performance 
and a bright future, we should turn them into wholly 
State-owned companies or limited liability stock com- 
panies with absolute controlling shares. In dealing with 
enterprises which conform with the state industrial pol- 
icy and are doing well in supplying energy and raw 
and semifinished products, we should turn them into 
limited liability companies through reorganization and 
transformation. In dealing with enterprises with poor 
economic Serformance, heavy debts, and a bleak future, 
we should reorganize the key elements for production 
through merging, combined operation, sale by auction, 
ownership change, bankruptcy, and leasing; and help 
facilitate the transfer of assets, technology, and skilled 
workers and professionals to better enterprises. We must 
rely on our superior resources and pillar industries to in- 
Crease industrial production in our province, make our 
products more competitive in the domestic and foreign 
markets, and help large companies and enterprise groups 
to grow. We must vigorously develop privately and in- 
dividually owned enterprises and the enterprises under 
the mixed form of ownership; and change the unitary 
structure of ownership. Through our efforts in carrying 
out reform, we should organize most of the large and 
medium-sized state-owned backbone enterprises to pre- 
liminarily establish a modern enterprise system by the 
end of this century; and transform them into corporate 
entities and market competitors that operate indepen- 
dently, assume responsibility for their own profits and 
losses, and exercise self- restraint in their own develop- 
ment. Efforts must also be made to establish a modern 
enterprise system for other types of enterprises. 


On strategic issue of revitalizing the prov'nce by 
relying on science and education. In addition to in- 
Creasing investment and the total supply and demand 
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and quickening our pace in economic development, an- 
other important task is to rely on advanced science 
and technology and highly qualified personnel to attain 
rapid economic growth. To achieve economic growth, 
we must atiach importance to relying on scientific and 
technological advancement instead of merely relying on 
larger investment to expand production. We must rely 
on our policies and provide more funds to help various 
enterprises in Qinghai’s leading industries to study, de- 
velop, and assimilate advanced technologies. In study- 
ing science and technology in agricultuze and animal 
husbandry, we should rely on ourselves to carry out 
studies, while trying to import and assimilate technolo- 
gies. To attain industrial technologies, we must depend 
on the introduction and assimilation of such technolo- 
gies and our capability to blaze new trails. It is neces- 
Sary to improve our management, reduce our consump- 
ticn of raw materials, eliminate wastes, and change our 
practice in making investment in petty, scattered, sub- 
standard and duplicated construction projects. In accor- 
dance with the requirements in developing economy of 
seale and organizing a rational layout, we must read- 
just our investment orientation and the organizational 
structure of our enterprises, and continuously improve 
our industrial structure so as to further develop our en- 
tire economy. Another important issue is one of quali- 
fied personnel and education. In carrying out economic 
construction, we need skilled workers and profession- 
als of all categories. To improve the cultural level of 
the entire population, it is essential to educate people, 
to import and assimilate advanced technologies, and to 
attract highly skilled workers and professionals. One of 
our long-term tasks from now on is to retain qualified 
personnel, cherish leading academicians, readjust our 
educational structure, train al! types of qualified person- 
nel for the development of resources, and make nine- 
year compulsory education universal. 


Efforts must be made to unify our thinking, assume 
cur responsibilities, and ensure the fulfillment of the 
target laid down in the Ninth Five-Year Plan. In 
order to fulfill this target, comrades in our planning 
and economic departments must conscientiously act 
in accordance with the principle established at the 
Fourth Plenary Session of the Eighth Qinghai Provincial 
CPC Committee and the Eighth Plenary Session of 
the provincial government; unify their thinking, raise 
their awareness; earnesily study the new situations and 
problems in carrying economic work; and strengthen 
their sense of responsibility and competitiveness. 

We must dare to blaze new trails and contend for first 
place: boldly and creatively carry out our work: and con- 


tinuously improve our economic management work. We 
must clearly understand our tasks, and implement a re- 
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sponsibility system to attain given objectives. In accor- 
dance with the requirements of the provincial govern- 
ment, we, from now on, must ensure that all national and 
local key construction projects and some major projects 
for national economic and social development are care- 
fully analyzed and developed at every level, and that we 
conduct checkups and provide supervision from time to 
time so as to smoothly fulfill the targets set by the Ninth 
Five-Year Plan. We must pay attention to making mid- 
and long-term regional plans. With the establishment of 
the market economic system as the foundation, we must 
Carry out our planning work, while placing emphasis on 
the overall situation, strategies and policies. It is nec- 
essary to optimize the allocation of resources, find the 
main direction of attack and breakthrough point in de- 
veloping our economy, and work out a long-term plan 
which tallies with the actual situation in Qinghai and 
the local characteristics. 


*PRC: Need To Actualize Price Control Goals 
Emphasized 

96CM0301A Urumqi XINJIANG RIBAO in Chinese 
24 Mar 96 p2 


[Article by Yane Gongchen (2799 0501 5256) and Xu 
Yanjiang (1776 5888 3068): “It Is Imperative to Ensure 
Fulfillment of Price Control Target" } 


{[FBIS Translated Text} Continuing to curb inflation and 
ensuring the fulfillment of the target set by the central 
authorities to control price hikes at a roughly 10 percent 
rate is an imperative task concerning the whole situation 
of our reform, development, and stability. Last year our 
region did not meet the price-control target. How about 
this year? We suggest that this year our attention be 
focused on the following: 


1. We must further enhance our awareness of the need to 
control inflation. All localities and departments should 
take a scientific approach to analyze the current price 
situation They should see the fact that, despite some 
decl'. prices, the overall price situation remains 
rela grim and it is still a rather difficult task to 
achieve this year’s price-control target. An extensive 
propaganda campaign should be launched to make 
people aware of the importance of meeting the price- 
control target so that the various tasks in this ficld can 
be carried on without letup. 


2. We must define more clearly the responsibilities 
of all levels of government for meeting the price- 
control target and seriously implement the system of 
holding administrative Commissioners and prefectural 
heads responsible for seeing that the target is fulfilled in 
their respective areas. With regard to the various factors 
leading to price hikes, comprehensive measures should 
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4. We must reasonably schedule the time of the price 


reform [meaning price adjustments). According to infor- 
aoe provided by departments concerned, this year’s 
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hikes in festive and holiday periods. Second, we must 
give more attention to managing the procurement and 
wholesale of livestock products and vegetables. We 
must rectify the wholesale markets and prices for these 
commodities. Third, we must give harder blows to 
unlawful acts, such as deception and bullying in market 
activities and deliberately pushing up prices, so as 
to maintain the normal market order and protect the 
interests of consumers. 


*PRC: Deng Liqun on Burhan, Recent Xinjiang 
History 


96CMO030SA Urumqi XIYU YANJIU [THE WESTERN 
REGIONS STUDIES] in Chinese 15 Mar 96 
No I, pp 1-4 


[Article by Deng Liqun: “Memorable Years of Precious 
Friendship —Recollections of My Tine With Comrade 
Burhan in Xinjiang”) 

{FBIS Translated Text] Editor’s note: This article was 
collated by Comrade Hu Taichun (5170 1132 2504] 


from the transcript of a discussion with the author 


on the afternoon of 29 September 1995. The pertinent 
historical data was checked by Xinjiang Uygur AR 


party committee members Wang Ti [3769 7344] and 


Yang Qian [2799 5340]. 


Today, 1 October 1995, we are celebrating the 40th 
anniversary of the founding of the Xinjiang Uygur 
Autonomous Region. On this joyous occasion, | cannot 
help but remember the unforgettable days that I spent 
with Comrade Burhan [0545 1422 3352] in Xinjiang 
over four decades ago during the peaceful liberation of 
Xinjiang. 

On 14 August 1949, I was sent by the CPC Central 
Committee [CC] to Ili, Xinjiang by way of Moscow. At 
the time, I was the CPC Central Committee point man, 
establishing contacts with parties such as the leader- 
ship of the three regions, the KMT [Kuomingtang] civil 
and military authorities in Xinjiang, and the officials of 
underground progressive organizations in Dihua City, 
learning their political positions and various views, and 
collecting intelligence in areas such as Xinjiang poli- 
tics, military affairs, and economics, which I promptly 
reported by telegraph to the central policymakers for 
their reference. Meanwhile, I also received by telegram 
Certain central decisions, promptly reporting them to the 
concerned parties, to ensure and promote their smooth 
implementation. Before | went to Xinjiang, Comrade 
Liu Shaogi told me: “You go first to start the work as 
CPC Central Committee point man and then, if needed, 
the center will send an official representative.” 


When I first arrived in Ili, I first made contact with 
the leadership of the three regions. sending figures such 
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as Ahemai Tijiang [7093 0678 6314 2251 3068) to 
Beijing as delegates to the National CPPCC [Chinese 
People’s Political Consultative Conference}. Around the 
end of August after the PLA [People’s Liberation Army] 
had liberated Lanzhou [Gansu], Comrade Saifuding 
[6357 4395 7844] told me that: Burhan of the Xinjiang 
Provincial Government has sent a messenger to the 
front lines at Manas, who wishes to make contact with 
Ahemai Tijiang, and who has brought a letter from 
Burhan, expressing his desire to hold crucial talks with 
the leadership cf the three regions. That was my first 
memory of Burhan. The intelligence at the time showed 
that Burhan was working for the peaceful liberation 
of Xinjiang, and was hoping to get the support of the 
leadership of the three regions. Before long, at a meeting 
of the comrades of the three regions, | met Wuyiguer 
Shayiran (3527 0181 0657 1422 3097 0181 3544], the 
husband of Burhan’s second daughter, who at the time 
was the director and editor in chief of the three regions’ 
Ili newspaper office. I also learned certain intelligence 
about Burhan at that meeting. Meanwhile, | also learned 
through various channels that Comrade Burhan was 
the leading leftist figure in the Xinjiang Provincial 
Government, having close ties with figures such as three 
regions leader Ahemai Tijiang. The PLA’s liberation of 
Lanzhou had a great impact on Dihua, causing concern 
to the rightists and giving glee to the leftists. When the 
leftists heard the news through XINHUA SHE [THE 
NEW CHINA NEWS AGENCY], they transmitted it 
throughout Dihua. This showed that the time had come 
for the resolution of the Xinjiang issue. 


Around 10 September, I was visited by a deputy consul 
from the Soviet Consulate in Dihua. He briefed me 
on the situation in Dihua, suggesting that: Burhan “is 
certainly a genuine progressive who can become our 
long-standing ally. He has high prestige among all 
Xinjiang nationalities, with the Han Chinese also having 
a very good impression of him. He has a rich life 
expericiice, having been arrested and jailed during the 


region is urgently calling for contacts with our side.” 
said that “the sooner this contact is made 
early contacts with the leadership can 
developments in Xinjiang, which will be 
to us.” So I telegraphed for instructions to 
which very quickly approved my visit to 
(See “The Peaceful Liberation of Xinjiang,” p 
XINJIANG PEOPLE’S PUBLISHING HOUSE, 
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time, the center was paying much attention to 
peaceful liberation of Xinjiang. On 2 September, 
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Chairman Mao and Premier Zhou had a talk with Gen- 
eral Zhang Zhizhong [1728 3112 0022] [Chang Chih- 
chung], asking him to work for Xinjiang’s peaceful lib- 
eration, which he quite readily agreed to. So he sent a 
telegram to Tao Zhiyue [7118 1492 1471] [T’ao Chih- 
yueh] and Burhan. And | flew to Dihua with this tele- 


gram on 15 September. 


Upon my arrival in Dihua, three events occurred that 
were far beyond my expectations: 1) Then Xinjiang 
Provincial Government Chairman Burhan met me per- 
sonally at the airport; 2) He took me in his car, cordially 
calling me “comrade;" 3) He arranged for me to stay at 
his house, making it my telegraph operator residence 
and work site. I could subsequently see from the tight 
security around his house that he had made these ar- 
rangements mainly in consideration of our safety. His 
living quarters were certainly not sumptuous. When we 
arrived, I and my telegraph operator stayed in one side 
of the house, with Burhan and his family living in the 
other, separated only by a living room. The situation 
at the time was quite dangerous, with the stance of the 
KMT army in Xinjiang not completely clear. In partic- 
ular, a group of [KMT] ariny officers with persistently 
reactionary views were engaged in a last-ditch strug- 
gle, even trying to assassinate Burhan and certain other 
progressives. Under such conditions, that Burhan would 
dare to let a Communist point man like myself stay at 
his house, certainly took great courage and resourceful- 
ness. Burhan not only let us stay at his house, but also 
provided all the necessary conveniences for our work. 
All of my subsequent contacts and talks with many Xin- 
jiang civil and military figures took place at his house. 
Meanwhile, his attitude toward us was particularly cor- 
dial and casual, and he treated us not as guests, but as 
part of his family. He told me that: “Whatever we eat, 
you will share with us. While I have to go to work as 
always, your safety has been taken care of, so you need 
not worry.” So while staying with him, I felt absolutely 
unrestrained, just as if I was living at home. 


During my stay in Dihua, Burhan and certain provin- 
cial government figures briefed me on the political sit- 
uation in Xinjiang. Leading local provincial and mu- 
nicipal authorities such as Liu Meng-ch'un (0491 1322 
4783} and Ch'u Wu [1448 2976] came to talk with me. 
In such activities, as Burhan had political experience, 
he handled matters quite appropriately. It needs to be 
noted that Burhan also introduced me to certain un- 
derground revolutionary organizations in Dihua, such 
as Nusireti’s (0505 2448 3583 2251] minority nation- 
ality underground progressive organization, the “Strug- 
gle Society” of Han Shiyi (7281 0013 5065), Zhang 
Zhiyuan [1728 1807 6678], Li Yuxiang (2621 3768 
4382}, Zhao Pulin (6392 2528 2651], and Wang Ducong 
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(3769 4648 1783), and the “Vanguard Society” of Yang 
Wenxian (2799 2429 0341), Yang Tianyun (2799 1131 
0061}, Liu Shuming (0491 3219 2494), and Wang Limin 
(3769 4539 3046). These were progressive underground 
mass organizations spontaneously organized by Xin- 
jiang comrades in the late 1940's, consisting of pro- 
gressive figures and former Fourth Route Army rem- 
nants left in Xinjiang. This showed that Burhan already 
had ties to these underground progressive organizations 
prior to my arrival. During that period, Burhan also ac- 
companied me to the Soviet Consulate, talking every- 
thing over with Shaweiliev, which made a deep impres- 
sion on me. 


Burhan absolutely endorsed the CPC Central Committee 
decision on a peaceful uprising in Xinjiang. On 19 

, he had me send a telegram to Chairman 
Mao, the full text of which was as follows: “Chairman 
Mao, for the PLA’s victorious completion of the great 
cause of people's liberation, please accept my highest 
compliments. As to your recent calls for new democracy 
and respect for minority nationality interests, | have 
long since had strong faith and absolutely sincere 
support, and have decided through my experience in 
surmounting difficulties to break relations with the 
reactionary KMT Government. So I have readied all of 
my forces to destroy the reactionary elements, accepting 
your leadership, and welcoming your rising forces to 
all corners, in full expectation of your excellency's 


had an attached Chinese poem, which | kept, it was 
regretably lost during the cultural revolution. 


much discussion, I reached complete consensus 
with Burhan on the peaceful uprising in Xinjiang, 
whereupon my subsequent crucial job was to win over 
Chih-yueh. During my talk with T’ao Chih-yueh, 
General Chang Chih-chung’s telegram. 
Chih-yueh also knew at the time that 
Chih-chung, as the KMT Nanjing Government's 
representative in the talks, had not returned to Nanjing 
the KMT-CPC talks had broken down, rather 
in Beijing, he wondered in just what status 
Chih-chung had stayed in Beijing. He was 
concerned that while the center was apparently treating 
Chih-chung very courteously, it was not really 
to give him any real authority to play any role. 
he saw that the CPC Central Committee was 
respecting Chang Chih-chung, emphasing his role in 
Xinjiang, and certainly not treating him as an object of 
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When trying to win over General T’ao Chih-yueh's 
support for the uprising, he told me right at the start 
that: Hu Tsung-nan (5170 1350 0589] was still waiting 
for several months of military pay and provisions, and as 
soon as they arrived, they would immediately announce 
the uprising. At the time, Hu Tsung-nan still had 
some troops in northwest China, with T’ao Chih-yueh’s 
diehards still cherishing illusions about Hu Tsung-nan. 
And while Hu Tsung-nan also wanted them to withdraw 
their armies toward southern Xinjiang, Hu Tsung-nan‘s 
army was shortly destroyed by our northwest PLA 
troops. And while T’ao Chih-yueh's troops were short of 
hundreds of thousands of silver dollars worth of military 
pay and provisions, they still totally destroyed the 
diehards who were cherishing illusions about Hu Tsung- 
nan. By that time, Hu Tsung-nan and Ma Pu-fang’s 
[7456 2975 5364] troops, except for their remnants in 
Xinjiang, had been totally destroyed by our army. So 
as the diehards Ma Ch’eng-hsiang [7456 0701 4382], 
Yeh Ch’eng [0673 2052], and Lo Shu-jen (5012 1859 
0086) held that all was lost, they were forced to agree to 
surrender their troops. In light of that, Burhan worked in 
Close cooperation with T’ao Chih-yueh, spending a large 
sum in bribes, to finally make Ma, Yeh, and Lo agree to 
surrender their military authority and leave Xinjiang as 
quickly as possible, which eliminated the last obstacle to 
the peaceful liberation of Xinjiang. On the day after Ma, 
Yeh, and Lo left with their money, Burhan, the Soviet 
consul, and I went hunting on the outskirts of Dihua, 
spending the night there. While the civil and military 
authorities had originally agreed to launch the uprising 
together, for some reason or other, General T’ao Chih- 
yueh issued the notice first on the 25th declaring the 
uprising, with Burhan doing the same shortly after on 
the 26th. 


While General Tao Chih-yueh’s idea was to issue the 
uprising notice and then first settle down his troops 
so that the PLA could reenter Xinjiang, in light of 
the disturbances in certain areas at the time, Burhan 
and I exchanged views with the Soviet consul, finding 
that Burhan and | both agreed completely that the PLA 
should enter Xinjiang as quickiky as possible. And our 
Soviet friend endorsed our view warmly, saying that 
“your words are more precious than gold'” So Burhan 
specially sent a delegation headed by Ch'u Wu and 
Hashengmujiang (0761 3932 2606 3068] to Jiuquan 
to report to Comrade Peng Dehuai the success of the 
peaceful uprising in Xinjiang, as well as to welcome on 
behalf of the people of Xinjiang an early advance by 
the PLA into Xinjiang. 


Once the PLA had occupied Xinjiang, Comrade Burhan 
had a unique idea, or that the solution to the Xinjiang 
problem was to listen to the center. He worked in close 
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around Urumagi all at once. And just a year later, textile 
and power plants were all in operation. Comrade Wang 
Zhen's pioneering spirit was very inspiring. 

Not long after the peaceful uprising in Xinjiang, Com- 
rade Burhan asked to join the CPC. And upon investigat- 
ing Comrade Burhan's history and immediate actions, 
the CPC Central Committee decided to enroll Comrade 
Burhan as a CPC member as quickly as possible. So in 
December 1949, Comrade Burhan was recommended by 
Comrades Wang Zhen and Xu Liging for CPC member- 


was made a member of the Xinjiang Party Committee, 
becoming a standing member in August 1952, to take 
part in the Xinjiang Party Committee leadership. 


In May and June of 1951, when I was serving con- 
currently as Xinjiang Provincial Government Foreign 
Affairs Bureau Director, Zhang Wentian’s (1728 5113 
1131) secretary sent me some material revealing his- 
torical data on Agubo’s [7093 0657 2672] connections 
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could be said to be a unique one among certain minor- 
ity nationality officials, which he proved scientifically 
in the two works "On the Agubo Regime” and "More 
On the Agubo Regime,” which were endorsed by Chair- 
man Mao. But Xinjiang’s nationalistic separatists have 
always posed Agubo as their so-called “national hero.” 
On the nationality issue, as Comrade Burhan adhered 
to strong nationalities unity, safeguarding Chinese uni- 
fication, he was a genuine and honest patriot. And as 
to his views on historical questions, he also had unique 
insight. 

In 1952, I left Xinjiang and returned to Beijing. And 
while I subsequently did not have any direct working 
relations with Comrade Burhan, our unforgettable days 
together in Xinjiang have always remained in my 
memory. Today, it is over four decades since the 
peaceful liberation of Xinjiang. As Comrade Burhan’s 
contributions to the peaceful liberation of Xinjiang have 
been written into the glorious annals of our republic's 
cause of liberation, I stand as an eyewitness to and 
participant in those events, not only having personally 
witnessed the hard work done by Comrade Burhan 
and all Xinjiang progressives in the peaceful liberation 
of Xinjiang, but also having personally experienced 
Comrade Burhan’s sincere feelings for the CPC and 
absolute sincerity in the cause of the people's liberation. 
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$4 PRC MEDIA ON TAIWAN AFFAIRS 


PRC: Commentary Denounces Taiwan Proposals 
on Thes With Beijing 

OW2706064596 Beijing Central People’s Radio 
in Mandarin to Taiwan 2200 GMT 26 Jun 96 


(“News commentary” by station commentator Yu Xin: 
Restrictions in Name but Impeding Three 
Cross-Strait Links in Reality;" from the “News Square” 


program] 


(FBIS Translated Text) Taiwan's Council for Economic 
Planning and Development recently held an interagency 
meeting and put forward a series of proposals regard- 
ing cross-strait economic contacts and trade, such as al- 
lowing mainland-funded enterprises to invest in Taiwan, 
setting up a special cross-strait economic and trade zone, 

itting mainiand residents to make sightseeing trips 
to Taiwan, and allowing foreign-flagged cargo liners to 
call at both sides of the Taiwan Strait via third regions. 
These proposals seem to be major breakthroughs, but, 
in reality, they still amount to a rejection of the three 
links (postal, commercial, and air and shipping links). 
One cannot detect from these proposals any reciprocal 
and mutually beneficial arrangements for the two sides 
of the Taiwan Strait. They are merely for show and have 


no practical significance. 


(Su Tung-cheng), Mainland Affairs Council [MAC] 
Economic Affairs Department director who attended the 
interagency meeting, said: Mainland-funded enterprises 
refer to Chinese-funded enterprises outside the mainland 
but not enterprises in mainland China. As a matter of 
fact, circumstances have forced the Taiwan authorities 
to allow 50 percent of these Chinese-funded enterprises 
to invest in Taiwan. An example is Macao Air. Jiang 
Bingkun (Chiang Ping-kun}, former Taiwan economic 
affairs minister, recently suggested allowing overseas 
enterprises with a Chinese interest of 20 percent or less 
to invest in Taiwan. The MAC has yet to discuss this 


it! 


On eens mainiand residents to make sightseeing 
trips to Taiwan, (Su Tung-cheng) said: It is still prema- 
ap © Guan Oh bon. We can, however, start with 
allowing more mainland professionals to visit Taiwan. 
On allowing foreign-flagged cargo liners to call at both 
sides of the Taiwan Strait via third regions, Taiwan's 
Transportation and Communications Ministry pointed 
out: Besides failing to lower shipping costs, this will di- 
rectly undermine Taiwan carriers’ competitiveness and 
force them to adopt a flag of convenience. This liberal- 
izing policy shows that the Taiwan authorities are trying 
to ease the pressure from shipping companies on the is- 
land that want direct shipping services, by sacrificing 
the interests of the island's shipping carriers and by us- 
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ing foreign- flagged liners to create a false impression 
of direct cross-strait shipping links. 


Taiwan is now proposing a special economic and trade 
zone even before its plan for setting up an offshore ship- 
ping center — which was put forward as early as 1995 
— is finalized. These are all designed to avoid the three 
cross-strait links in an indirect way. Meanwhile, Taiwan 
has been building up the economic strength of Gaox- 
iong (Kaohsiung) port in an effort to dissuade Taiwan- 
funded enterprises from relocating to the mainland. Tai- 
wan businessmen invest in labor-intensive enterprises 
on the mainland, where the shipping costs are relatively 
low. Taiwan wants to import cheap labor from the main- 
land and take advantage of the low shipping costs to 
process goods in its special economic zone and reex- 
port the finished products in an effort to improve its 
own competitiveness. 


On the face of it, the Taiwan authorities are actively 
promoting the early realization of the three cross- 
strait links. In reality, they are not sincere at all. 
For its dependence on the mainland economy, Taiwan 
is trying to prevent Taiwan-funded enterprises from 
relocating to the mainland and is even creating a 
false impression of direct cross-strait shipping links. 
Judging by the Taiwan authorities’ proposal on allowing 
mainiand-funded enterprises to invest in Taiwan and 
other proposals, it is not hard to see that Taiwan is trying 
to improve its own competitiveness by adopting some 
measures aimed at lifting restrictions on its dealings 
with the mainland. Mindful of Taiwan's economic 
recession and the possibility that the situation will 
worsen amid cross-strait tension, Lian Zhan [Lien Chan} 
pointed out: We will incorporate cross-strait relations 
into our plan to improve Taiwan's competitiveness. 
Because of his hostility toward and misgivings about 
the mainiand, however, he maintained: The issues 
involved in forging the three cross-strait links are too 
complicated to be incorporated into the plan to improve 
our competitiveness. For its professed good intentions 
to lift restrictions on its dealings with the mainland, 
Taiwan is actually engaged in idle talk. 


Taiwan residents have long been permitted to invest and 
visit relatives on the mainland and to make sightseeing 
trips there. The Taiwan authorities’ proposals on lifting 
restrictions on dealings with the mainland are motivated 
by self-interest and do not contain any reciprocal mea- 
sures. Small wonder that the island's media criticized 
the proposals for stressing sloganeering over substance 
in calling for lifting restrictions. The proposals may cre- 
ate more misunderstandings in and obstacles to cross- 
strait Contacts. 
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Hong Kong When asked about the candidates for the chief executive, 
Hong Kong: Hong Kong Preparatory Committee Zhang Junsheng said that he had discussed the matter on 
Legal Panel Holds Session numerous occasions and that it is too early to discuss the 


0W2606141996 Beijing XINHUA in English 
1401 GMT 26 Jun 96 


(FBIS Transcribed Text) Beijing, June 26 (XINHUA) — 
The third session of the Legal Panel of the Preparatory 
Committee of the Hong Kong Special Administrative 
Region (SAR) was held here June 25th and 26th. 


Discussions centered on how to implement Article 24 
of the Basic Law for permanent Hong Kong residents. 


It was agreed that the Nationality Law of the People’s 
Republic of China and the explanations on how to im- 
plement it in Hong Kong made by the Standing Com- 
mittee of the National People’s Congress in addition to 
Article 24 of the Basic Law have clarified the national- 
ity issue for Hong Kong SAR residents and the identity 
of permanent Hong Kong residents. 


These stipulations are related to Hong Kong’s smooth 
transition and the interests of Hong Kong residents, and 
will have a direct effect on the preparatory work for the 
SAR, members said. 


They also said that there are problems in implementing 
these, and that these problems will be submitted at the 
panel's next session for discussion. 


They commented on a revised regulation published by 
the Hong Kong authorities on transportation in Hong 
Kong to take effect on July 1, 1997, saying that the 
Sino-British Joint Declaration states that the British 
government's administration of Hong Kong will end on 
June 30, 1997, and the British Hong Kong authorities 
have no right to pass laws to take effect on July 1, 1997. 


The panel's fourth session will be held on July 14th and 
15th in Beijing. 


Hong Kong: Zhang Junsheng on Visits by Taiwan 
Officials After 1997 


HK2706054496 Hong Kong TA KUNG PAO 
in Chinese 27 Jun 96 p A8 


{Report: "Zhang Junsheng Says It’s Still Early to Talk 
About Chief Executive") 

{PTS Translated Text for FBIS} While attending the 
ceremony for the first publication of the “Hong Kong 
Basic Law Lecture” held yesterday, Zhang Junsheng, 
deputy director of the XINHUA Hong Kong branch, 
said that it is too early to talk about the chief executive 
now because the Selection Committee is not formed yet 
and the Chief Executive Work Panel of the Preparatory 
Committee [PC] has not yet proposed the specific 
methods for the selection of the chief executive. 


issue now because the Selection Committee is not yet 
formed and the Work Panel for the First Chief Executive 
of the PC has not yet proposed the specific methods for 
the selection of the chief executive. Zhang refused to 
give further answers on the issue. 


When a reporter asked about the activities that will 
be carried out by Taiwan officials in Hong Kong 
in the future, Zhang replied that Taiwan may carry 
out nonofficial activities in Hong Kong. However, the 
Chinese side has always been against any activities with 
an official background being carried out by officials 
from Taiwan. Even the British side is clear on this. 


When asked about the date of the first meeting of 
the provisional legislature, Zhang Junsheng said that 
the date of the meeting will be known only after the 
establishment of the body. Nobody knows when the 
provisional legislature will hold its meeting because the 
Selection Committee is not yet formed. Nevertheless, 
the provisional legislature will hold meetings before | 
July 1997, but the laws adopted will come into effect 
after that date. 


Hong Kong: Boat People Provide Sensitive 
Information, Fear Persecution 

HK2706072996 Hong Kong SING TAO JIH PAO 
in Chinese 27 Jun 96 p Al6 


[Report by reporter Chen Pei-min (7115 3099 2404): 
“Having Provided Hong Kong and United States With 
Sensitive Information, 11 Vietnamese Boat People Are 
Afraid of Persecution After Repatriation" —passage in 
italic published in box] 


(PTS Translated Text for FBIS} While they were 
stranded in Hong Kong, a number of boat people, 
who had worked for the Vietnamese military and po- 
lice departments, were interviewed by the U.S. Defense 
Department and the Hong Kong Government Security 
Branch officials at the latter's request and they provided 
data involving Vietnamese military and security work. 
The Refugee Concern Group, fearing that if they are 
repatriated to Vietnam, they will be subjected to gov- 
ernment persecution for leaking state information, has 
written a letter to Sadako Ogata, the UN High Commis- 
sioner for Refugees, for help. 


According to data provided to a Refugee Concern 
Group lawyer by a group of 11 boat people, the 
questions put forward by the Security Branch officials 
during the interviews centered around the framework of 
Vietnamese military organizations. telecommunications, 
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security, border defense, and military transport. 
for the motives behind collection of these data and 
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backgrounds, as well as relevant exhibits, and 
y delivered it to the headquarters of the Office 
UN High Commissioner for Refugees in Geneva 
last week in order to seek assistance. 
The report enclosed a letter from the U.S. Defense 
Liaison Office of the U.S. Consulate General in Hong 
Kong to the Hong Kong Immigration Department (see 
note), in which it is explicitly pointed out that they 
interviewed the boat people in Hong Kong in an effort 
to obtain information regarding Americans missing in 
action from the Vietnam war. The letter also confirmed 


| 


position and the sensitive nature of his duties, it was 
necessary that he remain removed from the refugee 


screening process. 


In another official letter from the secretary for . .urity 
to another one of the boat people, an official acting 
for Alistair Asprey, the then secretary for security, 
confirmed that the person concerned was interviewed 
but that the information provided was not especially 


person called the Office of the UN High Commissioner 
for Refugees for help and for re-examination of his 
identity. He also said that the Vietnamese Government 
had 


after their return and this would be monitored by the 
United Nations. Therefore, the boat people should return 
to Vietnam through the voluntary repatriation program. 
Pam Baker pointed out: The interviews were conducted 
between 1989 and 1991 but because the 11 boat people 
had held positions in the North Vietnamese troops and 
police departments before they fled to Hong Kong and, 
because after they fled to Hong Kong they provided 
other countries with information involving that country, 
the Vietnamese Government will certainly consider 
them as selling state information and penalize them after 
their return. 
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She hopes that the authorities will re-examine their 
identities and consider granting them a refugee status 
lest they should be subject to forced repatriation and 
be persecuted after their return. At present, one of the 
boat people is waiting for a reply to his re- screening 
application. 


She added that the Office of the UN High Commissioner 
for Refugees and the U.S. Consulate have yet to answer 
their complaints. Note: Consulate General of United 
States of America 


US Defense Liaison Office 
US Consulate General 
26 Garden Road, Hong Kong 


21 February 1990 Mr. William Yan Principal Immigra- 
tion Officer Hong Kong Immigration Department For- 
mer Hong Kong-China Ferry Terminal Central, Hong 
Kong Dear Mr. Yan: As an official of the US Depart- 
ment of Defense and the US Consulate General Hong 
Kong, I am responsible for interviewing Vietnamese 
boat people in Hong Kong and the Philippines in an 
effort to obtain information regarding Americans miss- 
ing in action from the Vietnam war. In the course of my 
duties, on 13 February 1990, I conducted an interview of 
Mr. Ngo [name partly erased], VRD 4 [number partly 
erased}/89, who currently resides in section 3 of the 
Whitehead Detention Center. I fully realize that I hold 
no authority to influence the screening process of Mr. 
Tha. Furthermore, because of my position and the sen- 
sitive nature of my duties, it is necessary that I remain 
removed from the refugee screening process. However, 
I am certain that my interview with Mr. Tha will be 
mentioned by him during my [as published] screening. 
Therefore, | wanted to inform you that Mr. Tha was 
indeed interviewed and that prior to the interview I in- 
formed him that his provision of information had no 
bearing whatsoever on the outcome of his screening. 
Mr. Thd was very cooperative and helpful throughout 
the entire interview process and seemed to express a 
genuine concern for my mission. I sincerely hope that 
you and you staff give him every consideration during 
his screening. 


Sincerely, 

[signed] 

Michael Janich 

PW-MIA Research Specialist 
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